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A Banker’s Diary 
By the Editor 


SUCH meagre reports of the Savannah Conference as trickled through at the 
time made a most ominous impression and suggested that this first essay 
in post-war international co-operation had made anything but 
‘* The Fund a propitious start. The general picture seemed to be that 
is Born’’ the United States was using its own heavy voting power, 
reinforced by that of the Latin-American members, to force 
through some very debatable proposals against the opposition of the British 
and West European delegations—in short, that the familiar fears that America 
would completely dominate the Bretton Woods organizations were proving 
only too justified. Now that the story is known more fully it is clear that 
things were not quite so bad as that. One may regret some of the decisions 
taken but the facts remain that the American representatives desire essentially 
the same objectives as ourselves, but have to take Congressional reactions very 
much into account ; that compromise was none the less agreed on the more 
controversial issues ; and that the governing bodies of the two new organiaa- 
tions, having been chosen primarily for their economic qualifications, possess 
a common outlook to a high degree and should be able to achieve a fair measure 
of unity in the actual operations of the concerns. 

The two most controversial issues were the location of the two bodies and 
the salaries of the representatives. It was almost universally accepted that 
they should operate from the United States, but the British and other dele- 
gations took it for granted that New York, as the financial centre, would be 
the obvious choice. The United States, unfortunately, plumped for Washing- 
ton, which means that the new bodies will be practically cut off from financial 
contacts and plunged instead into a political atmosphere. While this will 
inevitably weaken their technical efficiency, there may be the compensation 
of some improvement in their capacity to influence the wider issues of world 
reconstruction. 

Secondly, it had been assumed that the day-to-day running of the new 
concerns would be handled by international civil servants, the executive 
directors taking the constitutional responsibility and making important 
decisions. On this basis, the executive directors would have been part-time 
officials who would, therefore, have been chosen from important officers of the 
local Treasuries or central banks, who would be closely in touch with their 
national financial affairs and bring this knowledge to bear on the operations 
of the Bretton Woods institutions. The American conception, however, was 
that the executive directors should be full-time officials responsible for day-to- 
day operations ; and the very high salaries proposed were consequential on 
this view of their functions. In the event, compromise was reached on both 
issues. Executive directors need not give their full-time services provided an 
alternate is continuously available ; and the salaries fixed are to be ceiling 
levels which need not be claimed in full by the national delegates. It is 
expected, too, that members will pass legislation exempting the salaries from 
domestic taxes, as in the case of U.N.R.R.A. If this were not done and the 
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full salaries claimed, the burden on the Bank and Fund of 24 directors, each 
drawing $17,000, together with 24 alternates drawing $11,500, tax free in 
each case, would clearly be considerable. In any event, the arrangements 
made will confer a certain advantage on those members (undoubtedly including 
the United States) who choose to maintain four full-time officials. 

The first meetings of the Executive Directors will take place early in May. 
This means that neither institution can expect to begin functioning much before 
the end of the year. It will probably be July at the earliest before the Fund is 
able to send out the necessary notices that it is ready to begin exchange opera- 
tions, and go days must then be allowed for examination of the initial parties. 
In the case of the Bank, a complication is that legislation has to be passed by 
the individual States to render its securities eligible for savings bank or in- 
surance investments, though the Bank itself can borrow on the United States 
market without going to Congress for authority, being, therefore, the only 
official U.S. body with ad bloc powers. In the circumstances, one cannot 
look to the Bank to float any sizable loan until next year, which means that 
the immediate tasks of world reconstruction will fall mainly to the Export 
Import Bank. Fortunately, the fact that this bank makes only tied loans will 
not matter greatly in this phase, since borrowers will in any case want to spend 
their credits in the United States, as the only substantial source of exports 
free of immediate payment in imports. And when the more urgent tasks of 
reconstruction have been completed, the united loans of the Bank for re- 
construction will make a useful contribution to the general dollar problems. 
Unfortunately, the two bodies will have no more than a hypothetical existence 
unless the American loan is passed and British adherence to Bretton Woods 


thereby made possible. 


THE White Paper summarizing the minutes of the proceedings at Savannah 
gives the text of the interpretative resolutions submitted by this country and 
the United States. The British resolution seeks to establish 

Unemploy- explicitly that “steps necessary to protect a member from 
ment a Dis- unemployment of a persistent or chronic character, arising 
equilibrium from pressure on its balance of payments, shall be measures 
necessary to correct a fundamental disequilibrium.’’ One 

could hardly imagine a clearer instance of fundamental disequilibrium than 
an over-valued exchange, but perhaps there is something to be said for making 
assurance doubly sure, if only to provide textual refutation of some of our 
more gloomy domestic critics. The American resolution asks the Executive 
Directors to define ‘‘ whether the authority of the Fund to use its resources 
extends beyond current monetary stabilization operations to afford temporary 
assistance to members in connection with seasonal, cyclical and emergency 
fluctuations in the balance of payments of any member for current transactions, 
and whether the Fund has authority to use its resources to provide facilities 
for relief, reconstruction, or armaments, or to meet a large or sustained outflow 
of capital on the part of any member.’”’ On any commonsense interpretation 
of the Articles, it is surely very clear that the Fund has no such authority 
(members being specifically prohibited from using the Fund to finance a 
sustained capital outflow) but, once again, the object of the resolution is 
presumably to reassure domestic doubters. 
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NATIONAL Defence Contribution, as its name implies, was introduced as 
an emergency measure, but having been rechristened Profits Tax is clearly 
now intended to remain (like some former ‘“ temporary’ 


N.D.C. taxes, such as the income tax) a permanent element in the 
to Stay fiscal structure. The following table shows the assessment 
of this tax hitherto, when it has been an alternative to E.P.T. 
Profits Net Profits Net tax Net 

assessed chargeable payable receipts 

Year {1,000 £1,000 £1,000 £1,000 

1937-35 ; 47,239 45,0907 2,111 1,510 

1938-39 aie 530,819 513,418 24,3839 22,017 

1939-40 bis 617,684 590,040 28,494 26,747 

1940-41 638,920 615,543 26,393 24,360 

1941-42 zs 533,100 535,804 25,369 21,879 

1942-43 a. 715,514 606,111 33,745 30, 480 

1943-44 ny $01,055 779,280 37,971 33,542 

1944-45 841,963 821,301 39,904 33,577 


Some mystification hee been caused by the Chancellor’s estimate that he 
expects only £50 millions from N.D.C. after the repeal of E.P.T., when N.D.C. 
will fall upon all profits. The rate for companies being 5 per cent., and for 
private firms 4 per cent., this would imply total profits of not much over 
£1,000 millions, even allowing for the exemption of some profits, such as those 
of public utilities. Yet, in our issue of May, 1945, Dr. Barna estimated com- 
pany profits alone at £1,400 millions and all profits (including farm profits 
and professional earnings) at an additional {1,000 millions. Even under 
the present government, and reckoning with some temporary drop in the 
national income, one refuses to believe that profits will be almost halved. 
That the figure must be nearer {2,000 millions may be seen as follows: In 
1945, income tax paid on interest and profits totalled {632 millions, indicating 
total profits of {1,264 millions if all were subject at the full rate and rather 
more allowing for the lower rate on the initial ranges of taxable income. To 
this must be added N.D.C. assessed as payable in 1943-44 at £38 millions 
and E.P.T. liability in that year of around {600 millions. Some explanation 
of the £50 million estimate for Profits Tax receipts seems to be called for. 


ONCE again, the Budget White Paper presents an analysis of the distribution 
of clearing bank deposits as between personal and other accounts. For what 
The they are worth (for the classification of accounts leaves a 
Ownership fairly wide discretion to the individual branch manager) 
of Deposits the figures record some interesting movements. 


DISTRIBUTION OF CLEARING BANK DEPOSITS 














June Dec. Dec. June Dec. 
1940 I94I 1944 1945 1945 
£m. £m. £m. £m. £m. 
Total deposits .. is ics me ae 2,469 3,320 4,545 4,751 4,850 
Less advances .. me ais mS - —962 —807 754 761 —815 
Net deposits .. a si a oi 1,507 2,522 3,791 3,990 4,035 
Personal deposits a uh ee ih 617 692 1,158 1,260 1,339 


Other deposits .. , ‘ oe 890 =61,830 =2,633 2,730 += 2,696 
Between June 1940 -_ — 1945, it will be seen, net deposits rose by 
£2,528 millions, of which £722 millions, or 28.6 per cent., accrued to personal 
depositors. Towards the end of the period, however, the proportion held by 











THE BANKER 





persons has been rising sharply. During 1945, as much as {181 millions, or 
fully two-thirds of the additional {244 millions, went into the accounts of 
individuals, while in the latter half of the year—when subscriptions to the 
market issues were flowing in spate—personal accounts actually attracted 
£34 millions of money away from companies and other non-personal account- 
holders. This increase in the liquidity preference of personal savers must 
clearly be read in conjunction with the increasing proportion of small savings 
lodged with the savings banks instead of being invested in Savings Certificates 
or Defence Bonds. 


FOLLOWING on the Canadian credit to this country, the Board of Trade has 
been able to announce a slight but welcome relaxation of the import licensing 
control, which will permit token imports from the Dominion 
Imports of some items hitherto excluded entirely. The procedure 
from is that producers in Canada have to apply for export licences 
Canada on the basis of 20 per cent. of their pre-war trade. If such a 
licence is granted, the British importer will then normally be 
able to secure an import licence in this country. Apparently, this mechanism 
is to provide the pattern for negotiations towards a resumption of freer imports 
generally, and it is understood that discussions are already in progress with 
four other countries in relation to which our exchange position is sufficiently 
secure to permit renewed purchases. The other guiding principle is that 
imports will not be permitted where domestic production is still prohibited or 
severely restricted, though it is satisfactory to note that Mr. Marquand rejected 
a suggestion that imports should also be excluded where domestic production 
has been able to supply the market “ adequately ’’—a disguised demand for 
an unlimited tariff. The list of permitted imports from Canada is a curious 
one, which begins with jelly powders and carbon electrodes and ends with bee- 
hives and synthetic rubber belting other than conveyor belting. It is interest- 
ing to note that the majority of the items are consumer goods, whereas one 
might have expected the credit to be drawn upon mainly for producer goods 
such as much-needed machinery to expedite reconversion. At the same time, 
the items are all minor lines which, as was admitted, will all told represent 
only a trifling addition to our total imports by value. 


WirTH the revenue inflow past its seasonal peak, it was to be expected that the 
phase of credit contraction, or much reduced credit expansion, dating from last 
September would also come to its close. That this has been 

Credit happening is clearly evident from the March clearing bank 
Expansion returns. The month’s increase of £65 millions in deposits 
Resumed compares with a rise of only £55 millions in the corresponding 
month last year. On this occasion, however, over {10 millions 

of the apparent increase was due to items in course of collection, against little 
more than {2 millions in March 1945, so that the addition to effective deposits 
is of about the same magnitude. Even so, this is in sharp contrast with the 
experience of the previous six months, where the comparison on the year has 
been much more favourable. Thanks to the former improvement, however, 
deposits are still a full £100 millions below the record level of end-December, 
and the seven months since end-August have seen a decline of £126 millions, 
against an expansion of close on £300 millions over the corresponding period 
twelve months earlier. 
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March, Change on: 

1946 Month Year 

£m. £m. £m. 
Deposits ae ks 4.749. + 64. 289. 
Cash .. a Sa 492. + 9g. 28. 
Call Money .. xs 253-5 + 10. 73.4 
Discounts .. 6s 378. + 38. 230. 
T.D.R. ie i 1,443. - 25. 238. 
Investments. . as 1,246. + 5. + 3. 
Advances... 5s 852. - 15. 82 


In other respects, the previous trends are continued in the March figures. 
[It will be seen that Treasury deposit receipt holdings record a further decline 
of {25 millions, making a cumulative decrease of £551 millions in this item 
since July last, when the policy was adopted of relying more on Treasury bill 
finance and thus permitting a recovery in money market assets. With last 
month’s jump of just on £50 millions, call money and discounts together reach 
an all-time high of £632 millions; which means that they have more than 
doubled since April 1945, when discounts dropped back to {109 millions and 
the two items together totalled only £289 millions. The further increase in 
advances removes any remaining doubt that the wartime decline in this item 
has finally been reversed. Indeed, over eleven months the recovery amounts 
to as much as {113 millions, leaving this item only £132 millions lower than 
in August 1939. Over the past six months, too, investments have risen by 
{120 millions, making a combined recovery of £216 millions in the two main 
earning assets. Recently, the question has often been raised whether a re- 
sumption of bank lending to industry will necessarily involve a further 
expansion in bank credit. Fundamentally, as has been pointed out here before, 
the answer depends on the liquidity preference of the public, that is, upon its 
willingness to hold savings—past or current—in long-term form instead of 
in the form of liquid assets. But the recent returns provide an object lesson 
in the funding of deposits notwithstanding an increase in advances. Since 
August last (assuming no change in short-term loans to the Stock Exchange 
having their counterpart in securities other than gilt-edged, or in commercial 
bills included under the discounts heading) the banks have taken up {£204 
millions of Treasury bills directly or through the discount market, have taken 
up £121 millions of longer-te1m securities but have redeemed {£550 millions of 
T.D.R.’s and lost £18 millions of cash—a net decrease of £233 millions in 
holdings of Government paper, offset by a rise of {96 millions in advances 
to give a net fall of £137 millions in effective deposits. 


THE results of pre-war Institute Examinations published in the Journal show 
quite clearly that in Part II the really awkward fence has been Practice and 
Law of Banking. This, of course, is as it should be. The 
Legal competent bank official needs to know a little about a number 
Decisions, of things, from accounting to commercial geography, but he 
1925-1945 must know more than a little about banking. The lot of the 
ex-Serviceman will be particularly hard. His occupation has 
divorced him from bookwork for half a decade or more, and his difficulties in 
once more “ getting down to it ’’ deserve all the help available. It is with that 
object that we publish in this issue the first of a series of articles reviewing the 
principal developments in banking law since the last war. 
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Death of a Genius 
By the Editor 


‘THE MASTER-ECONOMIST must possess a vare combination of gifts... He 
must be mathematician, historian, statesman, philosopher—in some degree. He must under- 
stand symbols and speak in words. He must contemplate the particulary in terms of the 
general and touch abstvact and concrete in the same flight of thought. He must study the 
present in the light of the past for the purposes of the future. No part of man’s nature ov 
his institutions must lie entirely outside his regard. He must be purposeful and disinterested 
in a simultaneous mood ; as aloof and incorruptible as an artist, vet sometines as near 
the earth as a politician.’,-—KEYNES, Essay on Alfred Marshall. 


him as the greatest economist since Adam Smith—the Einstein who 

established the relativity of the accepted economic truths—would 
be to anticipate a judgment which only posterity can make; but it is 
in that perspective, beyond any doubt, that his influence must be assessed. 
For this generation, in any case, Keynes was unique and irreplaceable. His 
death is a tragic loss to Britain and the world. It would be more tragic still 
were it not that his life work, in all its aspects, has been so fully and thoroughly 
consummated. He was the chief architect of Britain’s war finances ; he leaves 
behind him the great monument of the Bretton Woods plan; and he leaves 
behind, too, thousands of disciples in all countries. Many of the executive 
directors of the two new institutions, appointed at the Savannah Conference, 
prove inevitably to be former pupils of Keynes—a final tribute to his profound 
influence on the economic thought of the world. For many years his health had 
caused great anxiety and it is said that he returned from Savannah already 
weak and ill. If that is true, he was nevertheless able to give, only a week 
before his death, a most illuminating analysis of the results of that conference, 
enlivened by many flashes of humour. Infinitely sad, in retrospect, is the gay 
reference to the “ very fine obituary ”’ elicited by an only slightly premature 
report of his demise. 

As long ago as the last war his influence in public aftairs was considerable 
and he played an important role in the New Deal for which Wall Street never 
forgave him. Yet it is only in the last ten or twelve years that his teachings 
have been accepted, universally and without serious challenge, even in this 
country. As late as 1931 he was still mistrusted as a dangerous heretic by 
most practical men and many of his fellow-economists. It was the publica- 
tion of the General Theory of Unemployment in 1936 which finally converted 
the doubting, by prov iding the intellectual foundation for formerly heterodox 
views. To-day we are all Keynesians, regardless of political allegiance. 

The General Theory is a difficult book, i in which Keynes applies to severely 
practical contemporary problems the most refined and abstract processes of 
logic. But the essential Keynesian doctrine can be summarized in a few simple 
propositions. Fundamentally, he provided us for the first time with a system 
of monetary policy for an economic society in which wage rates are rigid—or 
can only move upwards. Belief in the gold standard as an automatic and self- 
adjusting mechanism was founded on the assumption, more often tacit than 
explicit, that wages and other prices are flexible ; for it is only on that assump- 


K EYNES was, of course, one of the really great economists. To describe 
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tion that deflationary measures will help to correct an adverse balance of 
payments without creating unemployment. If that flexibility is lacking, 
then deflation, as Keynes demonstrated, will restore equilibrium only by 
forcibly curtailing the demand for imported goods on the part of those thrown 
out of work. 

For the first time, in other words, he made people aware that unemployment 
may not be merely a transitory and frictional phenomenon, but may be 
perpetuated indefinitely by the combination of rigid wages and an over- 
valued exchange—a complete refutation of the notorious Say’s Law which had 
hypnotized economists hitherto. It is true that the demand for a country’s 
exports is not a function only of their price but also of the level of national 
income in the outside world. A currency which is over-valued when other 
countries are in a state of depression may sometimes be restored to equilibrium 
by expansionist measures abroad—the miracle for which this country vainly 
hoped before 1931. In the absence of salvation from outside, however, it 
followed conclusively from the Keynesian exposition that, once a currency 
becomes ‘over-valued, equilibrium in the balance of payments consistent with 
“reasonably full employment ”’ can be achieved only through devaluation. 
Fixity in the rate of exchange—the corner-stone of the gold standard philosophy 
—could no longer be sacrosanct. 

It is this basic doctrine, that under modern conditions the external value of 
a currency must be made to conform to its internal value, and not conversely, 
which chiefly distinguishes the Bretton Woods scheme from previous inter- 
national monetary systems and testifies most eloquently to Keynes’ part in 
its conception. The doctrine is explicit not only in the arrangements made 
in advance for adjustments in parities where needed, but also in the instructions 
to the Fund that it must accept the domestic policies of member countries as 
facts of the situation. The differences between Keynes’ original Clearing 
Union and the final plan are largely superticial, for it is a mere matter of tech- 
nique whether countries extend to each other reciprocal overdrafts or reciprocal 
credits. In his description of the plan to the American public as identical with 
the gold standard, and in this country as the dethronement of gold, we see 
Keynes the propagandist, concerned with results rather than theories. But 
there are, of course, senses in which both statements are true. In its funda- 
mental philosophy, the scheme is the opposite of the gold standard, and it 
establishes mutual exchange of credit between nations as a substitute for gold 
reserves ; in some of its technical arrangements it is not dissimilar from the 

































gold standard and seeks to achieve the same results as a gold standard operated 
by farsighted international co-operation instead of out-moded “ rules of the 
game.” 






The scheme will not, of course, solve all the world’s problems. It is not even 
the last word in international monetary technique, and that for a deeper reason 
than the comparatively minor technicalities which have caused the critics such 
deep misgivings ; the reason is that the Fund is in the position of a central 
banker without power to vary the quantities of credits in the system (for 
it can be taken for granted that changes in the currency price of gold will be 
few and far between). But the plan will impart an initial expansionist bias 
by supplementing our limited and maldistributed stocks of monetary gold ; 
it prepares the way for a concerted reconstruction of world trade on a multi- 
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lateral basis and points the way out of the jungle of economic nationalism and 
beggar-my-neighbour policies. 

Nevertheless, many hesitated to accept the Keynesian approach to external 
monetary problems for fear that expansionist measures and the abandonment 
of the measuring-rod of gold must spell inflation. In overcoming such re- 
luctance, an important part was clearly played by the Keynesian insistence 
that inflation is impossible so long as widespread unemployment: exists. He 
propagated the idea, a very simple and useful one for the man in the street, 
that it is perfectly safe to expand credit up to the point of full employment, 
because up to that point the increase in the volume of money will be matched 
by an increase in the output of goods and there will be no upward pressure on 
prices. For the economist and the statesman some perplexities remain. In 
the first place, not all unemploymnt is due to deficiency of monetary demand, 
and the attempt to remedy structural unemployment by credit expansion 
wll be inflationary because the apparent slack in the system is illusory. Again, 
there is not, unfortunately, any single point of full employment but the 
approach to full employment will manifest itself in a series of bottlenecks. If 
credit expansion is continued after the first bottlenecks have been reached, some 
prices will tend to rise, and Professor Hayek at least would contend that in this 
phase the seeds of an eventual slump will already have been sown. That con- 
tention is still controversial. If it is accepted, the practical conclusion is perhaps 
that Keynes has shown us, not how to eliminate the trade cycle completely, but 
how to damp down its oscillations enormously. Certainly, after Keynes there 
can be no repetition of the hysteria and idiocy of the slump period, which 
sought to combat depression by cutting down spending. To have overthrown 
such deeply ingrained habits of thought, and single-handed to have trans- 
formed the mental atmosphere of the whole financial and economic world, 
is an achievement indeed. 

In the “‘ Treatise on Money,” Keynes formulated his theory of the trade 
cycle in terms of a tendency for ‘‘ Saving ’’ to outrun “ Investment,’’ the 
now familiar problem of the mature economy. Confusion was inevitably 
caused when in the General Theory, published a few years later, fresh defini- 
tions were adopted according to which Saving and Investments must always 
be equal. The change was, of course, one of terminology only, but it was 
unfortunate for the harrassed student striving breathlessly to keep abreast of 
the new enlightenment. One likes to think that if the war had not intervened, 
and Keynes had continued his work amid the calm of King’s College instead 
of the bustle of Whitehall, he might have given us yet a third but a much 
simplified exposition of his theory that would have avoided altogether the 
confusing terms Saving and Investment. Instead, we might have spoken 
simply of under-spending and over-spending (the income of public authorities 
being their tax revenues and of companies their gross receipts after providing 
for amortization). Given then that the national outlay consists of three 
streams of spending—consumption, public expenditure and investment in 
the conventional sense—it is clearly seen that full employment at the current 
price level demands a given flow of spending in the aggregate ; and if consump- 
tion is stable and the budget balanced, then a decline in the national income 
can derive only from a decline in the propensity to undertake active investment 
relative to the propensity to save. 
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But these are superficial questions of exposition. In its fundamentals, 
the Keynesian doctrine of employment was naturally closely integrated with 
the Keynesian theory of interest rates. Before Keynes, the rate of interest 
was conceived as an equilibrium price determined, like the price of any other 
commodity, by the interaction of the supply of and demand for savings. It was 
left to Keynes to show that any investment (in the sense of any outlay in 
excess of current receipts, including a budget deficit) will generate its own 
savings, and not just some increase in saving but a precisely equivalent increase 
(the variable factor being the associated increase in incomes). Once demon- 
strated the matter is obvious, for it is self-evident that investment, which 
involves a disbursement of cash, cannot take place unless somebody else is 
absorbing the cash released, which means saving. Under the conditions 
assumed, moreover (namely a state of widespread unemployment), the savings 
generated will be real savings. The proposition holds good so far as monetary 
savings are concerned even in a state of full employment, though in that event 
the savings will only be the forced savings of inflation or the involuntary 
savings of a people prevented from spending by rationing and other controls. 
For the lay press, incidentally, the idea of ‘ ‘ compulsory saving,’ later em- 
bodied in the post-war tax credits of 1941, is regarded as an important 
Keynesian contribution to war finance. , To others, it will seem surprising 
that Keynes at that late stage was still thinking in terms of financial rather 
than physical controls, even though everybody else was still doing so. 

The other central feature of the Keynesian theory of interest, of course, is 
the conception of interest as a payment for the relinquishment of liquidity 
rather than a reward for abstinence or a price determined by the marginal 
return on real investment. From this follows the whole conception of the 
cheap money policy. If the yield on Government securities is high, it is 
because the public does not feel sufficiently liquid to buy them. Provide the 
system with more liquid assets (by open- market operations if the bugdet is 
balanced or floating debt borrowing to finance a deficit) and the rate on long- 
term securities will come down of itself. 

The general principle, as everybody knows, was admirably vindicated by 
the decline in interest rates following the War Loan conversion of 1932 and 
the further decline in the closed capital market of wartime, with the system 
of tap issues acting as a thermostatic control. Some detailed problems, both of 
theory and practice, remain to be elucidated. In the first place, it is not 
established that the liquidity conception has rendered completely meaningless 
the older theories of waiting or - the marginal productivity of capital. The 
cheap money policy is at its best when one starts from a state of acute de- 
pression. It is when full employment is reached that problems and difficulties 
begin to be encountered. Even beyond full employment, as has been said, 
me can generate monetary savings; but when that point has been reached 
there is a fixed limit to the supply of real savings voluntarily forthcoming, a 
limit determined by the savings habits of the people. Whether a decline in 
interest rates will necessarily produce a decline in the volume of savings has 
yet to be established ; but if this should be the case then there is a limit to 
the amount of capital formation consistent with low interest rates; and if 
the propensity to invest is high the attempt to bring interest rates down 
below a certain point will result, in a free economy, in inflation. If the rate 

















of interest, again, is in any way connected with the real return on capital, 
similar limitations on a cheap money policy must be recognized. Flooding the 
system with liquid assets is most efficacious and also safest when the public 
desire to hoard and not spend the additional liquid assets provided. But 
if investment is profitable, entrepreneurs will be actively bidding for the 
use of these liquid funds, with the result that the system will approach ful! 
employment with interest rates still strongly positive. 

The practical significance of these considerations will only emerge when, 
or if ever, the cheap money policy is tested in conditions of full employment 
in a free—and not, as in wartime, a controlled —economy. They are, of course, 
well recognized. The Coalition Government’s White Paper on Employment 
suggested that interest rates might be used in future as in the past to regulate 
fluctuations in employment— in other words, that in the event of an incipient 
boom the cheap money policy would be thrown overboard and Bank rate 
employed as the traditional curb on excessive activity. Unfortunately, 
experience tends to confirm the conclusion of modern analysis that the stabi- 
lizing influence of rising interest rates must be largely vitiated by speculation 
in long-term securities. To apply the dictum to current conditions, a rise in 
Bank rate would be a very efficient substitute for physical controls if a 6 per 
cent. Bank rate meant a 50 per cent. drop in War Loan, since this would very 
effectively damp down any widespread desire to sell gilt-edged in order to 
finance consumption or investment spending. In reality, as everybody knows, 
the effect on long-term yields would be extremely restricted, since short-term 
rates would be expected to come down again. Keynes, at any rate, saw this 
problem also with complete clarity and had no doubt of the answer. In 1939, 
when unemployment was declining rapidly, he argued strongly that when full 
employment should have been reached the best course would be rationing of 
capital and not a rise in interest rates. 

Briefly and inadequately, these are some of the main strands in th 
Keynesian system which has revolutionized the economic thinking of the 
civilized world. Developed in his buccaneering days as an intellectual revolu- 
tionary and controversialist, his theories found abundant opportunities for 
application when he entered on his later réle as elder statesman and trusted 
adviser of His Majesty’s Treasury. Despite all the testimony to Keynes’ 
triumphs, intellectual and administrative, there is perhaps an underlying 
irony in his career: that, no sooner had he taught the world how to manage 
an individualist economy without fear of disastrous slumps, than the oppor- 
tunity fully to apply his doctrine has been denied us by the whim of the 
electorate. But the Keynesian doctrines are not without relevance even in a 
socialist economy, as is evident, for example, from Mr. Dalton’s recent state- 
ment (significant only in the light of Keynes’ teachings) that he does not 
consider the floating debt at all excessive. Let us hope that Keynes’ followers 
will show the same lucid clarity of thought, the same sure grasp of reality, as 
their master. 





The following biographical note appeared in our issue of February, 1939: 
‘ By birth as well as by education, John Maynard Keynes is a product of 
Cambridge. He claims indeed to be the first offspring of a marriage of 
graduates of the University and of the Women’s Colleges. His father, Dr. 
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Neville Keynes, himself a distinguished economist in the days when the subject 
formed part of the Moral Sciences Tripos, was Fellow of Pembroke College and 
Registrar of the University, and still lives in retirement in Cambridge. His 
mother, Mayor of Cambridge in 1934, has only within the last few weeks 
retired from the Council and is an active member of the Government enquiry 
into nursing. Maynard Keynes, educated at Eton, came up to King’s College 
in 1902 and was twelfth wrangler in the mathematical tripos of 1905. He 
took to economics only for purposes of the Civil Service Examination, in which 
he was placed second in 1906. After a brief period in the India Office he was 
elected a Fellow of King’s in 1908 on the strength of a dissertation on the 
Theory of Probability. 

“From then until the outbreak of war he was mainly concerned in the 
ordinary routine of teaching and lecturing in economics in Cambridge, but in 
1913 he became a member of the Royal Commission on Indian Finance and 
Currency. The impression which he made upon his colleagues, added to his 
earlier experience in the Civil Service, led to a summons to the Treasury in 
the early days of the war. By 1919 he was principal representative of the 
Treasury at the Peace Conference and deputy for the Chancellor of the Ex- 
chequer on the Supreme Economic Council. In June, 191q, he resigned his 
post owing to a fundamental divergence of view with regard to the reparations 
clauses in the Versailles Treaty, and returned to academic life. 

“ His earlier writings, of which ‘ The Economic Consequences of the Peace ’ 
was the first to make his name familiar to the man in the street, were mainly, 
concerned with the applications of economic theory to the problems of the time. 
But his studies of the forces determining prices or present and future exchange 
rates, or of the possibilities of price control, went right to the heart of 
the problem, and were as full of significance for his academic colleagues as for 
the more general reader. 

‘The re-awakened interest in theoretical economics in the late ‘twenties 
owed much, directly and indirectly, to Mr. Keynes. His own ‘ Treatise on 
Money,’ which appeared in 1930, was one of the notable stepping-stones in the 
advance. It possessed, however, certain defects which were by degrees 
recognized. In particular, in concentrating on the problem of price he had too 
little considered that of variations of output and employment. Mr. Keynes 
possesses in unusual measure the quality of admitting error and welcoming 
improvements of what he has helped to create—a quality which has made him 
at once the admired of his juniors, the despair of his seniors, and the subject of 
epigram by Viscount Samuel. He quickly recognized the validity of these 
criticisms and the limited applicability of the assumptions necessary to produce 
the results which he had obtained in the ‘ Treatise.’ During the next few 
years his ideas were progressively developed in lectures, and in 1936 he 
published that bone of contention, ‘The General Theory of Employment, 
Interest and Money.’ No economic work of recent years has caused such a 
storm of criticism, and opinions remain divided. Gradually, it would seem, 
the critics are coming to recognize to what extent differences of opinion are 
due to differences of assumptions and how far to more fundamental criticisms 
of the underlying logic. 

‘Mr. Keynes has crowded into his life more activities than a dozen ordinary 
men. Until quite recently he was chairman of the National Mutual Insurance 
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Society and his annual speech in that capacity commanded an attention and 
respect in the City equal to those of the bank chairman. Besides his interests 
in the academic world and in the city, he has managed to find time to collect 
modern pictures and old books, to act as a patron to the drama and the ballet 
and to found the Cambridge Arts Theatre, to play the part of an apparently 
leisured and unhurried confidant to an unusually wide cirle of friends of every 
age and generation. He is secretary of the Royal Economic Society, and has 
been for more than twenty-five years editor of its Journal ; he is se nior bursar 
of King’s College, and to him is chiefly due its enhanced wealth in recent 
years.” 
For completeness, it should be added that in 1940 he became a special 
adviser to the Chancellor of the Exchequer, having meanwhile published a 
booklet “‘How to Pay for the War,” advocating compulsory saving. He accepted 
a barony in 1942 and the House of Lords provided him with a useful national 
forum, of which he naturally made brilliant use, to refute the critics of the 
3retton Woods scheme and the American loan agreement. Finally, in 
February, he was appointed Governor both of the Monetary Fund and the 
Bank for Reconstruction, attending the Savannah Conference in those 


capacities. 





Lord Keynes — An Appreciation 


It is somehow difficult to realize that Lord Keynes is really dead. Only a 
fortnight ago he was sitting in the Peers’ Gallery on Budget Day, apparently 
quite well, following with keen interest the Chancellor’s speech and the M.P.s’ 
reaction to it. His expression, his gestures, his movements, were not thos« 
of a doomed man. His immense vitality, the will-power of a genius who knew 
he had a mission to fulfil, appears to have triumphed once more over the deadly 
disease that was threatening his life. Even though he was under the shadow 
of that disease for nearly ten years, it seems somehow incredible that he 
should really have passed away. 

Lord Keynes was not only the greatest economist of our time. He was 
much more than that. He had a unique cultural background that enabled 
him to view economics in its true perspective, not as an end but merely as 
one of the many means to the end of human happiness and progress. And he 
was one of the most extraordinary personalities of our generation. His 
character was one of striking contrasts, comparable perhaps to that of Walter 
Rathenau who, also, was equally at home in the realm of abstract philosophy 
and among practical problems of everyday life. Lord Keynes was a student 
of fundamental causes and ultimate effects in pure economics. But he was 
also a student of market movements. He produced some books whose inter- 
pretation will keep academic economists busy for generations. But much of 
his por nged is easily understandable to the layman. He took great pleasure 
and pride in discovering new talents and in assisting promising beginners 
during the aie phases of their careers. But he could not suffer fools gladly, 
and did not trouble to conceal his conte mpt for intellectual inferiors, irrespective 
of the high posts they may have occupied. His charm was irresistible ; but 
his sarcasm was devastating. 
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He was an inspiring leader of schools of thought. There was something 
reassuring to fight on his side, for one somehow felt that one was fighting not 
only on the right side but also on the winning side. And there was something 
disheartening in fighting against him. The fact that he was on the other side 
made one feel inclined to doubt at times whether, after all, one could possibly 
be right ; and from the very outset it made one feel certain that one was fight- 
ing a losing battle. 

Lord Keynes will remain a formidable opponent even after his death. He 
has become a legendary figure almost in his lifetime. Now that he is no longer 
here his teachings continue to fight the battles he had begun. His immense 
authority will continue to support those who have been fighting on his side. 
And his opponents will have to reckon with the weight of the laws he laid 
down. 

It is a tragedy of the first magnitude that Lord Keynes is no longer here to 
modify his teachings as and when changes in the situation may require their 
adjustment. During his lifetime he was always essentially adaptable, and 
modified his views, not only under the influence of events but also in the light 
of new points of view he came to appreciate from time to time. It would be 
a disaster, not only to economic science but also from the point of view of 
practical economic policies, if those whose task is to interpret and apply the 
Keynesian doctrines were to fail to do so in the Keynesian spirit of adapt- 
ability ; if his immense authority were to be used for rigidly maintaining the 
letter of his teachings, instead of applying them in the elastic way he would 
himself have applied them had he remained with wus during the difficult 
vears to come. PAUL EINZIG 


Banker’s Liability as Custodian of 
Valuables 


By L. Le M. Minty, Barrister-at-Law 


OMETIMES in banking, as in other branches of law, a case which has 
So connection directly with banking practice may yet be useful from the 

point of view of the application of certain principles to settle a point upon 
which no distinctly ‘“‘ banking ’’ case can be found. Such is the recent case of 
Andrews v. Home Flats, Ltd., 1945, 2 All E.R.698, the facts in which I will 
refer to later. 

As is well known, it is a usual service offered by banks to their customers 
for a bank to take into its custody locked deed boxes, sealed packets, ‘‘ contents 
unknown,” and such like for safe custody, the bank making no direct charge 
for such service. In most cases no special written contract of bailment is 
made when the deed box or the sealed packet is handed in, and all the customer 
“numerical note ’’ or 
‘numerical receipt ’’ bearing a serial number which the bank can subsequently 
trace in its books acknowledging receipt of the box or packet. In its advertising 
literature the bank may have referred to its offer of such facilities, and possibly 
photographs have appeared depicting its strong rooms. I suppose, if the 
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customer has seen such literature, he could use it as general evidence of the 
degree of safety the bank purported to offer those customers who availed 
themselves of its services, but I have never heard of any bank requiting its 
customers to sign any special schedule of conditions when allowed to deposit 
securities or deed boxes or sealed packages. 

The practice with regard to night safes is a little different. When banks 
began to keep earlier hours of closing publicans, butchers, and other classes 
of customers who had to keep larger sums of money on their premises, for 
which they have no special facilities, complained, and to pacify them banks 
in 1928 introduced the now familiac night safes, whereby customers of inteerity 
are allowed to have a key to the bank’s night safe, and can accordinply, 
long after the bank has shut, drop a wallet containing the day’s takings down 
the shoot. The following morning the bank's officials, having a key to the 
wallet, open it and check the contents with the credit slip and credit the 
customer's account and pass any cheques through the clearings as though the 
customer had paid in the contents of the wallet the first thing in the morning 
of the business day following the deposit. Night safes have thus become 
a great boon to tradespeople in allowing them to deposit with a bank their 
Saturday’s takings, which otherwise would have to remain on their own 
premises over the week-end. In view of the fact that discrepancies may 
atise between what is found in the wallet and what has been entered on the 
accompanying credit slip, which cannot be immediately pointed out to th 
customer as when he pays in over the counter, most banks require their 
customers who use the night safe to sign conditions — 

(a) That no relation of debtor and creditoi shall arise between the bank 
and its customer until the wallet shall have been opened by two officers 
of the bank on the morning of the business day following its lodgment in 
the night safe, and a deposit of the contents is considered as then being made 
in the ordinary course of business. 

(b) That prior to the opening of the wallet by the bank’s officers, the 
relationship between the bank and its customer as to the moneys or property 
thereby placed in the safe shall be that of bailee and bailors, and 

(c) That the bank’s liability shall be limited to that of a gratuitous bailee, 
whatever that expression exactly means. 

Where a customer has signed such a set of conditions it will be difficult 
for him to claim successfully for the loss of a wallet put in a night safe, unless 
he can prove gross negligence, for example, that some unauthorized person 
whose identity was not checked by the bank asked to have the wallet returned 
to him, and the bank handed it up without inquiry. 

Largely, no doubt, on account of the scrupulous care English banks take 
in the custody of money and valuables so left in their care no case has yet been 
reported of a bank in England which has been sued for loss of the contents of a 
wallet lodged in its night safe, but the Journal of the Institute of Bankers, 
Oct., 1944, p. 106, mentioned a case in the U.S.A., Bernstein and Bernstein v 
Northwestern National Bank, decided by the Couit of Common Pleas in 
Pennsylvania in Feb., 1944, where the customer was able to prove deposit 
of the wallet and the bank were unable to find the contents, cash and a cheque, 
and the customer obtained judgment. 

But to return to the ordinary practice of customers leaving cash and 
valuables by handing them in over the counter without signing any special 
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contract, what is the extent of the bailee bank’s liability ? During the 
evacuation and bombardment of our large cities customers in increasing 
number availed themselves of the facilities offered them by banks in normal 
times to deposit money and valuables in their strong rooms until the bank’s 
safes became so choc a block that they had to decline to take any more. 
To safeguard themselves banks had all their records at every branch duplicated 
and the duplicates deposited every night at some other branch, so that if a 
branch were destroyed by enemy action the bank could almost instantaneously 
tind out what balance a customer had, debit or credit, with the branch that 
had been destroyed and what securities and strong boxes he had lodged there. 
Banks, like other business people, suffered by having their premises destroyed, 
but it speaks very well for the efficiency of English banks—and possibly for 
the integrity of their customers—that no serious difficulties have so far arisen 
in regard to money or valuables belonging to customers which have been 
destroyed. 

In the main the liability of a bank in taking valuables into safe custody 
comes under three heads :— 

(i) The bank’s liability in the event of the valuables or securities being 
destroyed by fire or other natural causes over which the bank has no control. 
Doodle bugs and V2s are obviously not under the control of the bank, and 
where valuables have been destroyed directly by enemy action any loss 
involved must inevitably fall on the customer, who normally makes his own 
claim under the chattels insurance scheme. One can picture circumstances 
in which a customer might have a claim against the bank ; for example, if, 

iter the premises were partly destroyed, the bank did nothing to protect its 
blitzed premises and looters were enabled to help themselves owing to the 
bank’s inaction. Happily no such circumstances have arisen. 

(ii) The bank’s liability if the valuables are stolen aftet being lodged 
with the bank, the theft been perpetrated (a) by a servant of the bank or 
(b) by some person not connected with the bank who breaks in. 

(iii) The valuables are given out to some person not the bailor or his servant 
or authorized agent and such person makes away with them. 

With regard to the second head of liability, apart from any inducement 
held out in any special advertising as to the character of its safes, a bank 
impliedly warrants that it will keep customers’ valuables intrusted to it in 
safes which are reasonably fit to resist thieves: Queensland National Bank v. 
P. & O. Navigation Co., 1898, 1 0.B.567. On the other hand, as was said by 
Farwell, L. J., in Lloyd v. Grace Smith, 1911, 2 K.B., at p. 513, “ solicitors and 
bankers who accept custody of their clients’ and customers’ deeds and securities, 
whether gratuitously or for reward, are not insurers, but, on the contrary, 
are lable only to use reasonable care and diligence ; no solicitors or bankers 
would accept such bailments if they warranted safety.” Whereas a bank in 
certain circumstances may be liable for dishonesty of its servant if such act of 
dishonesty occurs within the scope of his employment—for example, the bare- 
faced frauds of a clerk who years ago by forging the names of managers of 
branches to open credits at various branches in the name of D. S. Windel and 
debit the accounts of other customers and then collected the moneys at the 
branches where the credits were open—the bank may be liable in the sense that 
they have paid out money on a forgery and have no authority to debit the 
customers’ account, but if a clerk were by sleight of hand to abstract securities 
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belonging to a customer and convert them to his own uses the bank would not 
per se be liable. Circumstances might, however, show that the bank was 
generally negligent in facilitating the larceny, for example, by employing a clerk 
whom they had already found to be dishonest on other occasions, or who was 
known to be in financial difficulties, or allowing one clerk to have the sole 
management of the keys of the safe, or failing to see that the securities registers 
were kept up to date and periodically checked. In this connection the vexed 
question immediately arises, is a bank, though it makes no special charge for 
taking charge of a customer’s securities or valuables, a gratuitous bailee or a 
bailee for reward ? This distinction in the degree of care expected of different 
classes of bailees, the bailee for reward, the gratuitous bailee and the involuntary 
bailee was first laid down in English law by Lord Holt in the case of Coggs v. 
Bernard, 1704, 2 Ld. Raymond’s Reports, 909. Coggs v. Bernard is one of those 
cases like Rylands and Fletcher and the Case of the Six Carpenters with which 

lawy ers become familiar when students by reading some reference to them in 
some text book and seldom read the original at any time. Coggs v. Bernard is 
not an easy case to follow in the original owing to its having been decided 
when the old forms of pleadings were in use, which until 1723 were drafted 
in lawyer’s dog latin. The following is a sample: “ In an action on the cas 

the plaintiff, Coggs, declared quod cum Bernard on roth Nov. 13th Will, in 
at, etc., assumpsisset, salvo et secure, elevare, anglice to take up several 
hogsheads of brandy then in a certain cellar D et solve et secure deponere in a 
certain other cellar in Water Street. The said defendant and his servants and 
agents tam negligenter et improvide put them down in the other cellar quod per 
defectum curae, ipsius, the defendant, his servants and agents, one of the casks 
was staved and a great quantitv of brandy, viz., so many gallons was spilt. 
After not guilty pleaded, and a verdict for the plaintiff there was a motion in 
arrest of judgment for that it was not alleged in the declaration that th« 
defendant was a common porter, nor averred that he had anything for his 
pains, and the case heing thought to be a case of great consequence it was this 
day argued seriatim before the whole Court.”’ 

Holt, C. I., held, borrowing rules derived from Roman law, that a gratuitous 
bailee is liable only for gross negligence, whereas the bailee for reward is liable 
to show the care expected of a paterfamilias pro bonis suis. But in practice 
it is hard to draw a hard and fast distinction between “ gross ’’ and ordinary 
negligence, some judges considering “ gross ’’ negligence as wilful negligence 
tantamount to fraud or reckless negligence, whereas others have taken the 
view that it means nothing more than “ failure to exercise reasonable care, 
skill and diligence.’’ In practice the question whether in ordinary circum- 
stances a bank is a bailee for reward or merely a gratuitous bailee has not 
given much difficulty, because in the few cases where it has cropped up 
the judge has directed the jury on negligence and left them to find whether 
or not in their opinion the bank was guilty of want of care which a prudent 
banker in the circumstances can be expected to exercise. Examiners and 
text book writers, however, delight in exploring the arguments for and against 
the “ gratuitous bailee ’’ theory. The recent case of Andrews v. Home Fiats, 
Lid., 1945, 2 All E.R.698, to a large extent clears up the controversy. In that 
case the respondent was the wife of a tenant living in one of a block of flats 
owned by the appellant company. The appellant company provided a common 
baggage room for the use of tenants and their families which they were entitled 
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to use without extra charge. In 1942 the respondent’s cabin trunk was taken 
to the baggage room by the servants employed by the appellant company. 
It was not the appellants’ practice to issue any sort of receipt and none was 
given. The respondent in 1944 had occasion to ask for access to her trunk and 
when search was made the trunk could not be found, and, in fact, never was 
found, and the appellant company could give no explanation for its dis- 
appearance. The respondent sued the appellant company in the West London 
County Court for damages for the loss of the trunk and its contents. The 
respondent alleged that the appellant company were bailees for reward. The 
appellants denied this and further contended that they were covered from 
liability by certain conditions which were incorporated in the tenancy agree- 
ment between themselves and the respondent’s husband, of which Condition 
No. 4 (d) was as follows: “‘ The landlord will use his best endeavours to engage 
only competent and responsible staff in and about the building, but shall be 
under no responsibility for the acts or defaults of any person employed by the 
landlord, whether working on the general business of the landlord or rendering 
services to the tenant either under this agreement or under any other agree- 
ment or arrangement between the landlord and tenant or for the loss, delay or 
non-delivery of any letters, parcels, articles or messages entrusted to the 
landlord or staff by or for the tenants.”’ 

The County Court judge found that the defendants (appellants) had been 
guilty of negligence and gave judgment against them. The Court of Appeal, 
Scott, L. J., Kacminnon, L. J., and Uthwatt, J., unanimously affirmed the 
judgment of the County Court judge. 

With regard to the particular condition, Scott, L. J., said that, in his 
opinion, the clause had no concern with what he might call long-term or 
semi-peimanent deposits of luggage in a baggage room maintained for the 
convenience of all tenants of the various flats to enable them to keep bulky 
things in it for a considerable period of time. In the present case the baggage 
room was under the porter’s office. That condition was addressed to purely 
temporary things: parcels delivered by tradespeople, letters left by hand, 
telephone messages and so on to various members of the stafi: it bad nothing 
to say as to the proper care of baggage deposited in the care of the porter in 
the baggage room. 

But what was important in their judgment for the purposes of this context 
reads as follows :— 

“ A’ second question of law has been argued, namely, whether the re- 
spondent, not being the tenant, is entitled to say that the appellant company 
were bailees for reward. It is true that the rent was paid by the respondent’s 
husband and not by the respondent, who made no payment specifically to the 
company for taking care of her cabin trunk during the time that it was 
intrusted to them in their baggage room. But in my view we must treat the 
relationship between the landlords and, at least, the families of tenants of 
their flats, if not also guests, who deposit their belongings in the baggage 
room as falling within the doctrine of a business arrangement rather than 
being metely gratuitous bailment. I do not think the:e is any authority on 
the point, but for practical purposes any other view of the relationship between 
the landlord of a block of flats and the family, at any rate, of tenants, would 
be so contrary to common sense that one ought to regard the law about 
bailment for reward as sufficiently satisfied by such relationship as existed 











86 . THE BANKER 





between the tenant’s wife ou the one hand and the landlord on the other in the 
present case. 

‘There remains the other question, which is essentially, in my opinion, 
a question of fact : Did the appellants in this case exetcise a reasonable care 
in regard to the custody of the cabin trunk ? The judge considered the evidence 
in detail and came to the conclusion they had not. I am satisfied he was right, 
and, broadly speaking, on this ground. The appellants had no ticket system 
by which on each deposit into the baggage room a receipt would be given to the 
depositor, so that when an article fiom the baggage room was allowed to be 
taken out either the original ticket or some other written evidence would be 
produced to the appellants’ servant showing that the individual person getting 
that particular item of baggage was entitled to have it. In the absence of that 
system, the appellants took a chance of their porters being able to watch and 
control the contents of the room. That the porters did not do it successfully 
in this case is clear. The trunk was lost. Nobody knew how or when it left 
the baggage room ; and how little they knew and how little system they had 
is shown by the fact that when the respondent asked for her cabin trunk to be 
produced (it being a large trunk, high, wide and long) the porter produced a 
suit case, utterly different. In my view the judgment of the judge that there 
was want of reasonable care is absolutely unimpeachable. The appeal will be 
dismissed with costs.’’ With this MacKinnon, L. J., and Uthwatt, J., agreed. 

If, therefore, the point arose specifically whether or not a bank were 
a gratuitous bailee or a bailee for reward of whom a higher degree of care is 
expected, it could be similarly argued that, though a bank does not make a 
direct charge to its customers for taking securities and valuables into its 
custody, it is a general banking service, like collecting cheques and _ bills, 
done to attract and keep customers, and is one of the ordinary services which 
the customer has in mind as an inducement to keep his account there. When- 
ever the bailor is a customer, therefore, the bank must be a bailee for semen. 

Unlike the appellant company in the case previously mentioned, banks 
do issue numerical receipts for the deed boxes, etc., they take in, and, generally 
speaking, the fact that losses occur seldom is evidence that their systems are 
efficient and their officials exercise proper care. There are, however, certain 
classes of customers, particularly stockbrokers, who are continually in and out 
of their bank getting up securities and deed boxes wnicn they have deposited. 
It is quite a common practice for the cashier to let them down into the bank’s 
strong room and allow them to undo a box there and extract what they want. 
Periodically, when the securities clerks have time, the deed boxes are sorted 
out and arranged for future convenience in something like alphabetical order 
and a check taken. Supposing one day a deed box was missing and the only 
explanation that could be given was that some customer had extracted it 
while the securities clerk’s attention was distracted, who would suffer the loss ? 
Well, I presume the customer would sue in detinue and conversion and also 
for breach of an implied contract evidenced by the numerical receipt that the 
box would be returned on production of the receipt and demand made. The 
onus would be on the bank to explain the disappearance of the deed box and the 
bailor customer would not have to rely exclusively on negligence. Of course, 
negligence is always a question of fact and ev idence, but I think most judges 
would take the view that the non-production of the deed box was in itself 
proof that the bank had not exercised due care in its custody. 
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87 
A Challenge to Mr. Harrod 
By Paul Einzig 


N a pamphlet entitled A Page of British Folly* Mr. R. F. Harrod delivers a 
violent onslaught on British politicians, Parliament, the Press, and the 
British public as a whole, owing to their lack of enthusiasm for the terms of 
the Washington Financial Agreement and of the American proposals that 
preceded its conclusion. His bitter attack would be understandable if those 
terms had been rejected by Great Britain. But, as everybody knows, they were 
accepted on December 6, 1945, by the duly accredited representatives of H.M. 
Government ; they were passed by both Houses of Parliament by large 
majorities ; and, apart from some agitation by a handful of opponents, they 
were accepted without protest by the British nation. What, then, is Mr. 
Harrod’s grievance ? It is, apparently, that the American terms were not 
welcomed with enthusiasm ; that December 6 was not made a day of national 
rejoicing, with dancing and singing crowds in the West End as on VE-Day and 
\J-Day ; that the ungrateful and unappreciative nation failed to realise that— 
to quote Mr. Harrod’s own words—"“ it was the time for national thanks- 
ving.” 

Incidentally, Mr. Harrod himself seems to be aware that in 1944-45 it was 
a matter of statesmanlike reticence not to show too much enthusiasm about the 
“ generosity ’’ of the American terms until Congress had ratified the Bretton 
Woods Agreement. His objection is not directed against the absence of a 
display of mass hysteria at that stage ; what he resents is that its absence was 
due to ignorance and folly, not to statesmanlike wisdom. He does not explain 
why he thinks that the need for statesmanlike reticence has now passed, even 
though Congress has yet to ratify the Washington Agreement. Does he 
imagine that the letting off of fireworks—and of pamphlets such as his—at 
this stage in celebration of the Washington Agreement is calculated to improve 

he chances of ratification, any more than it would have helped the ratification 
of the Bretton Woods Agreement a year ago? 

However, we may let such minor inconsistencies pass. What is more 
important is to examine the reasons why Mr. Harrod thinks that the nation 
has every reason to be openly or secretly enthusiastic about the American 
proposals embodied in the White Plan, the Bretton Woods Final Act and the 
Washington Agreement. Even at first glance it is evident that he thinks so 
because those terms are in accordance with Mr. Harrod’s economic philosophy. 
He feels that this country should have accepted the American demands for 
restoring multilateral Free Trade, not in return for receiving filthy lucre to the 
amount of $3,750,000,000, but for their own sake, because unfettered cut-throat 
competition and the ruthless application of the principle of ‘ the survival 
of the fittest ’’ in international trade relations is necessarily a good thing, 
while the maintenance of stability in foreign trade and a high standard of 
living with the aid of bilateral and regional agreements is necessarily a bad 
thing. It is outside the scope of this article to join issue with him on this broad 
question. I respect his religious belief in the all-curing effects of Free Trade, 
even though I do not share it. My contention is that, even from the point of 


* R. F. Harrod, 4 Page British Fe ily, ‘Rendon 1946. Mac coailien & Co., ts. 6d. net 
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view of the Free Trade creed his pamphlet has failed to make out a case, as in 
his conclusions are based on entirely false premises. an 
Mr. Harrod claims that under the American terms the multilateral system an 
is bound to produce satisfactory results. He bases this claim on a statement of vo 
opinion and on a statement of fact. The statement of opinion is that the 
‘scarce currency ”’ clause in the Bretton Woods Final Act is an act of un- to 
precedented generosity on the part of the United States, and that both its no 
actual material significance and the spirit that its acceptance implies constitute as 
an adequate safeguard for the smooth working of the multilateral system. an 
The statement of fact is that this act of self-denial was actually initiated do 
by the United States in the White Plan. A close examination of the relevant In 
text shows that both claims are unfounded. pl. 
It is a pity that Mr. Harrod did not see his way to spare half a page in the E\ 
sixty page s of A Page of British Folly to quote the actual text of the “ scarce ob 
currency ”’ clause on which his entire thesis rests. He really might have go 
viven nis readers a chance to judge for themselves. The following is the full int 
text of Article VII (3) with its relevant passages in my italics :-— shi 

‘Section 3. Scarcity of the Fund’s holdings. an 

“ (a) If it becomes evident to the Fund that the demand for a member's Se 
currency seriously threatens the Fund's ability to supply that currency, the Br 
Fund, whether or not it has issued a report under Section 1 of this Article, 
shall formally declare such currency scarce, and shall thenceforth apportion do 
its existing and accruing supply of the scarce currency with due regard is 
to the relative needs of members, the general international economic situa- sat 
tion and any other pertinent considerations. The Fund shall also issue a Mi 
report concerning its action. th 

“(b) A formal declaration under (a) shall operate as an authorization ga 
to any member, after consultation with the Fund, temporarily to impose W 
limitations on the freedom of exchange oe in the searce currency. we 
Subject to the provisions of Article IV, Sections 3 and 4, the member shall ine 
have complete jurisdiction in determining the nature of such limitations, ret 
but they shall be no more restrictive than is necessary to limit the demand for for 
the scarce currency to the supply held by, or accruing to, the member in question ; res 
and they shall be relaxed and removed as rapidly as conditions permit. 

“(c) The authorization under (b) above shall expire whenever the Fund thi 
formally declares the currency in question to be no longer scarce.”’ lar 
Now what precisely is there in this clause to justify Mr. Harrod’s to 

enthusiasm ? Generally speaking, the Final Act is couched in obscurantist cle 
terms, eminently suitable for diametrically conflicting interpretations according op 
to whether its supporters address themselves to British or American audiences. for 
3y a curious lapse, however, Section 3 (b) of Article VII was allowed to read int 
moderately clear. The passage which is of decisive importance is the one to 
stipulating that the limitations on the freedom of operations in dollars (assum- alr 
ing that dollars have been declared scarce) shall be no more restrictive than fac 
is necessary in order to limit the demand for dollars to our supply. There int 
can be no restrictions applied under this rule for the purpose of husbanding 

our dwindling dollar reserve in order to cover vital future requirements. If as 
somebody wants to buy dollars to-day in order to buy luxuries we are not fac 
entitled to refuse it on the ground that we may need them for wheat or cotton Wa 


imports tomorrow. Translated into plain English the paragraph in italics 
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in Section 3(b) means this: “Jf you, Britatn, have spent your last dollar, and 
are unable to earn more dollars, and if I, the United States, choose not to lend you 
any dollars, so that you have absolutely no dollars to spend, then, and only then, 
you are graciously permitted not to spend any dollars.’ 

This “reads like a passage from Alice in Wonderland. But there is worse 
to come. Under Section 3 Britain will only be authorized not to spend her 
non-existent dollars if and when the Fund declares dollars scarce. Now 
a situation might easily arise in which this country would run short of dollars, 
and would exhaust its facilities with the Fund, before the Fund’s own supply of 
dollars has declined sufficiently to justify the Fund to declare dollars scarce. 
In that situation Great Britain would not be entitled under the Bretton Woods 
plan to impose restrictions on the freedom of exchange operations in dollars. 
Even though she may not have a single cent left, she would remain under legal 
obligation to allot dollars freely to British firms wanting to import American 
goods, and to foreign residents wanting to convert their sterling balances 
into dollars. And even if, following on a scarcity declaration by the Fund, 
she is generously permitted not to spend the dollars she does not possess 
and is unable to earn or borrow, this futile permission would be withdrawn under 
Section 3 (c) as soon as the Fund’s dollar. position ceases to be scarce, even if 
Britain’s own dollar position has remained as bad as before. 

Obviously, in practice we shall have to suspend converting sterling into 
dollars the moment we have ceased to have any dollars, whether or not there 
is a scarcity declaration authorizing us to do so. But then what, in the 
sacred name of reason and common sense, is there in this clause over which 
Mr. Harrod expects us to dissolve in tears of gratitude ? Why does he expect 
the grateful nation to erect an equestiian statue for the inventor of this silly 
gadget ? All that it amounts to is that, having signed away under the Bretton 
Woods plan our right to solve our problems by means of discrimination, 
we recover that right after having wasted our entire dollar reserve through 
indiscriminate trading and free convertibility. And even then we shall only 
recover that right if the Fund should happen to declare dollars scarce, and only 
for a limited purpose, certainly not for enabling us to reconstruct our dollar 
reserve. 

How can this absurd “ scarce currency "’ clause be helpful towards making 
the multilateral system work? Before the war that system broke down 
largely because the United States, though the principal creditor nation, refused 
to accept payment in the form of an import surplus. Is the “ scarce currency ”’ 
clause going to make any difference? If I were a Free Trader I would be 
opposed to the new system on the ground that it provides even less inducement 
for the United States to accept an import surplus, or at any rate balance her 
international accounts, than the pre-war system that had failed to induce her 
todo so. In any case, it is the officially declared policy of the United States to 
aim at an annual export surplus of $3,000,000,000. In face of this all-important 
fact the ‘‘ scarcity clause ’ disappears in significance as a factor in post-war 
international trade. 

There remains the question of the significance of the “‘ scarcity clause ” 
as a gesture of goodwill. The examination of this leads us to the statement of 
fact contained in Mr. Harrod’s pamphlet, that the “ scarce currency ’’ clause 
was first proposed by the United States. Mr. Harrod attaches the utmost 
importance to his claim that this was done in the White Plan. According 
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to him, the United States realized the necessity of imposing drastic sanctions 
against the creditor country, and made this “ quite staggering proposal.” 
Indeed, he describes it as “‘ the only practical proposal that has ever been made 
at a high official level for drastic treatment of creditor nations.”’ But if that 
is so, why did Mr. Harrod not quote the actual text of the White Plan containing 
this alleged epoch-making proposal, or at any rate the number of the article 
in which it is supposed to be contained ? In his pamphlet he quotes British 
and American economists, Hansard, the Economic Journal, and an anonymous 
New York banker; he quotes White Papers, daily papers, Sunday papers, 
conveying the impression of painstaking accuracy in the presentation of his 
facts. Then why does he not quote the vitally important passage of the 
White Plan on which his argument largely rests? The answer is that he 
could not possibly have done so, because the passage in question simply Goes 
not exist. 

Having read through the White Plan again and again until I have learnt 
it almost by heart, I have failed to discover in it a single sentence which could 
be interpreted as proposing “ drastic sanctions ”’ against creditor countries. 
Mr. Harrod is entitled to his opinion on whether the granting of permission 
not to spend non-existent dollars amounts to a drastic sanction against creditor 
countries, when he alleges that this was proposed by the United States in the 
White Plan he makes a statement of fact ; and since his argument was built 
largely on that statement, he may reasonably be expected to substantiate it. 
I therefore formally challenge Mr. Harrod to quote, in justification of his claim, 
the actual text of the passage or passages he is referring to. 

But let the reader judge for himself. Herewith is the full text of Articles 
6 and 7 of the White Plan—the only ones dealing with the question of scarcity 
of currencies—with the relevant passages in my italics :— 

“6. When the Fund’s holdings of any particular currency drop below 15 
per cent. of the quota of that country, and after the Fund has used for addi- 
tional purchases of that currency, (a) gold in an amount equal to the 
country’s contribution of gold to the Fund, and (b) the country’s obligations 
originally contributed, the Fund has the authority and the duty to render 
to the country a report embodying an analysis of the causes of the depletion 
of its holdings of that currency, a forecast of the prospective balance of 
payments in the absence of special measures, and finally, recommendations 
designed to increase the Fund’s holdings of that currency. The board 
member of the country in question should be a member of the Fund 
Committee appointed to draft the report. This report should be sent to all 
member countries and, if deemed desirable, made public. Member 
countries agree that they will give immediate and careful attention to 
recommendations made by the Fund. 

‘7. Whenever it becomes evident to the Board of Directors that the 
anticipated demand for any particular currency may soon exhaust the 
Fund's holdings of that currency, the Board of Directors of the Fund shall 
inform the member countries of the probable supply of this currency and of a 
proposed method for its equitable distribution, together with suggestions for 
helping to equate the anticipated demand and supply for the currency. 

“The Fund shall make every effort to increase the supply of the scarce 
currency by acquiring that currency from the foreign balances of member 
countries. The Fund may make special arrangements with any member 
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country for the purpose of providing an emergency supply under appro- 

priate conditions which are acceptable to both the Fund and the member 

country. 

“ The privilege of any country to acquire an amount of other currencies 
equal to or in excess of its quota shall be limited by the necessity of assuring 
an appropriate distribution among the various members of any currency 
the supply of which is being exhausted. The Fund shall apportion its sales 
of such scarce currency. In such apportionment, it shall be guided by the 
principle of satisfying the most urgent needs from the point of view of the 
general international economic situation. It shall also consider the special 
needs and resources of the particular countries making the request for the 
scarce currency.” 

Where precisely in the above text is the alleged proposal of ‘‘ drastic 
sanctions ’’ or “severe treatment ’’ of creditor countries that the plan is 
claimed to contain ? There is no trace whatever of any authorization of member 
countries to ration their purchases in the United States or to impose restrictions 
on their dealings in dollars. All that the White Plan proposes is that a com- 
mittee should draft a report containing proposals concerning measures to be 
taken by the creditor country whose currency is scarce, and that the creditor 
country should give these recommendations immediate and careful attention ; 
and that the Fund (not the member countries, let it be noted !) shall apportion the 
allocation of its holding of scarce currency. . This latter provision simply means 
that, instead of applying the “ first come first served ’’ principle in the allocation 
of dollars when they tend to become scarce, the Fund would deal with applica- 
tions according to their merit. 

It is for Mr. Harrod to point out, if he can, the passage in the above text 
which could possibly be claimed to have authorized this country in any 
conceivable circumstances to ration its purchases of American goods. He 
will have a difficult task if he should attempt it. But I sincerely hope that he 
will have the courage and intellectual honesty to admit that he had relied on 
his memory when referring to the White Plan, and that his memory had played 
a trick on him. It happens to everybody at times, and nobody would think 
any worse of him for it. 

Since Mr. Harrod could not possibly succeed in doing the impossible by 
proving that the relevant text of the White Plan means something quite 
different from what it says, the above text absolutely and incontrovertibly 
invalidates his statement of fact on which he bases his contention that the 
White Plan was more favourable to this country than the Keynes Plan. 
And the whole line of argument in his pamphlet collapses like a house of cards. 

Mr. Harrod quotes Mrs. Joan Robinson’s article in the Economic Journal 
of June-September, 1943, in support of his claim that the White Plan is 
much less favourable to the creditor country than the Keynes Plan. Yet 
Mrs. Robinson clearly saw the meaning of the scarce currency clause in the 
White Plan. ‘“‘ If dollars became scarce,” she states after quoting the relevant 
text, ‘‘ they would be rationed.’’ (She obviously means “ rationed by the 
Fund.’’) ‘ The world would then be forced to discriminate against American 
goods.’ She does not suggest that member countries would be authorized by 
the White Plan to resort to discrimination, but that they would simply be 
‘forced ”’ to do so owing to their lack of dollars. Where I differ from her is in 
that she considers this to be less favourable to the United States than the 
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Keynes Plan, under which an American export surplus could be financed auto- 
matically by the allocation of ‘“‘ bancor.’’ It is less favourable only from the 
point of view of the American policy of exporting unemployment at the rate of 
$3,000,000,0cc .per annum. If it is assumed that it is to the interests of the 
United States to over-export even though she will never be paid for the surplus, 
then, and only then, it is correct to say that the White Plan is less favourable 
to her interests than the Keynes Plan, because the former provides for a smaller 
amount of free gifts to foreign countries than the latter. 

This brings us to the gratuitous charge of anti-Americanism made 
Mr. Harrod against critics of the American terms. Are those who criticize a 
policy under ‘which American exporters are enabled to make profit at the 
expense of credulous American investors or helpless American taxpayers really 
necessarily anti-American ? i intend to return to this question a few years 
hence, when many of the American loans granted, mainly by the United States 
Government itself, to finance the export surplus thrust upon the world, will be 
n default. I wonder if Mr. Harrod will then uphold his accusation that those 
who were opposed to the system under which such loans had to be granted 
were anti-American. 

Even Mr. Harrod could not deny it that under the system he supports 
there is no inducement for Americans to import more foreign goods or to 
export their foreign rivals out of existence, so long as they are prepared to 
finance their export surplus by granting dollar loans. The difference between 
the Keynes Plan and the W hite Plan (on which latter the Bretton Woods 
Plan is based) is that under the former the American export surplus is financed 
automatically, while under the latter any loan in excess of the original con- 
tribution of the United States to the Fund must be negotiated. 

However, all this concerns the substance of the controversy, over which 
it would be possible to argue interminably. The object of this article was a 
limited one : to prove that, since Mr. Harrod’s case was based on an unjustifii- 
able interpretation of the “ scarcity clause ’’ in the Bretton Woods Plan, and, 
on the unfounded allegation that this clause was first proposed by the White 
Plan, he has utterly failed to make out his case. 

One final word. The “ Battle of Bretton Woods ’’ (to use this term for 
the sake of convenience, even though the controversy started long before the 
Bretton Woods Conference) was foug *ht with the utmost bitterness on both 
sides. Opponents of the American terms were hitting hard, and had no cause 
to complain if they in turn received hard blows. But the Battle of Bretton 
Woods is now over, at any rate as far as this country is concerned. We who 
lave opposed the plan have suffered a complete defeat. Supporters of the 
plan have won a 100 per cent. victory. They have every reason to be 

triumphant over their unmitigated success. They could really afford to be 
good winners; it is much easier than to be good losers. It is, therefore, 
perhaps permissible to ask whether it was really necessary for Mr. Harrod to 
kick his opponents, who are now down, with quite so much vigour and relish 
is he did in his pamphlet 


Mr. Harrod hope s to reply fully to Dr. E inzig in our next issue. Meanwhile 
he comments : “‘ While writing the pamphlet I had the White Plan constantly 
before me and made reference to it whenever necessary. The texts of the 
passage or passages to which I referred are those italicized by Mr. Einzig in 
Article 7. My explanation of the intention and effect of those passages is 
not, I submit, open to doubt. | 
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National Finance in the Transition 


N the economic side, mobilization for total war involved four processes : 
ite expansion of total output by absorption of the unemployed, attraction 

of women into industry and overtime working ; the diversion of current 
output from civilian uses to war production, with a resulting curtailment of 
civil consumption ; the furthei diversion to Government use of the resources 
normally employed in maintaining and adding to domestic capital; and, 
finally, heavy drafts on our external capital. 

It is to be hoped that the return of peace will not see too steep a decline in 
total output, though some reduction through frictional unemployment and 
withdrawal of some workers not normally in the labour market is inevitable, 
without the further complications of absenteeism, strikes and falling product- 
ivity. Now that the war is over, however, we shall be witnessing the reversal 
of the other three trends making up economic mobilization. The curtailment 
of Government expenditure will release resources for civilian consumption and 
the rebuilding of home capital, and as soon as possible equilibrium must be 
restored in the balance of payments. Success in reconversion will be measured 
by the speed with which these highly desirable developments are brought 
about. 

Aheady the first very tentative moves in the direction of a peacetime 
economy are to be observed in the national income statistics presented in the 
latest Budget White Paper (published this time a week in advance of the 
Budget). Since our war effo1t had already reached its peak in 1944 and the 
war in Europe did not end until May 1945, it was to be expected that total 
output last year would show little change. In money terms, gross national 
product at factor cost rose by £82 millions, to £9,003 millions. In real terms 
it probably declined slightly, though that cannot be ascertained without 
guesswork, in the absence of any price index for the government sector. It is 
in the allocation of the available resources that the first beginnings of re- 
conversion are to be seen. War expenditure on goods and services was reduced 
by no more than {267 millions, or about 54 per cent., to £4,467 millions, and 
even this modest curtailment was offset to the extent of £70 millions by an 
increase in other public expenditure. If industry and the consumer had to 
depend exclusively on the release of resources by public authorities for any 





NATIONAL COST OF THE WAR, 1940-45 
(£ million) 
1940 81941 1942 1043 1944 1945 
War expenditure by public authorities 2,574 3,713 4,079 4,708 4,734 4,467 
Increase in work in progress on govern- 
ment account held under private 














finance [10] .. an “ oe 125 175 75 25 — —225 
total market value of war work done 

on government account ia es 2,699 3,888 4,154 4,733 4.734 4242 
Less net indirect taxes included in 

market value ua a ¥ —104 —I7I1 —166 —181 —188 —95 
National cost (1) of the war .. i 2,595 3,717 3,988 4,552 4,540 4,147 














') Expenditure at market value /ess indirect taxes plus subsidies. 
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return to normality they would have been very little better off than in the 
peak war year. In addition, however, consumption and home investment 
had the benefit of an additional £160 millions from borrowing abroad, as 
compared with 1944. The total resources available and their allocation in 
1938 and the last two years are shown in the following table : 











1938 1944 1945 
; £m. fm £m. 
Gross national product ia , .. 5,085 4,921 9,003 
Overseas borrowing .. ea a 70 650 819 





Resources available . . 7 ‘ . 5,155 9,580 9,822 



















ALLOCATION : £m. o% £m % £m. »s 
Consumption ‘ 3,002 69.7 4,255 44.8 4,582 49.° 
Public expenditure on . goods ; and services. . 794 15.4 5,090 53.1 4,725 48.2 
Home capital formation za oe as _759 14.8 205 2.3 515 5 











Total outlay .. “ <a oe ~ eo 100.0 9,580 100.0 9,822 100.¢ 











In real terms, consumption eesiiait from 83 to 86 per cent. of the 1935 
level, or something between the 1940 and 1941 standards of living. Since 
the low point of 1943 represented 79 per cent. of pre-war, this implies that one- 
third of the peak cut in consumption had been made good by 1945, so far as 
such sacrifices can properly be measured in money terms when the price system 
has been thrown out of gear by rationing and other controls. 

Gross capital formation at home, it will be seen, more than doubled in 1945, 
but this was not sufficient to prevent a further slight draft on domestic capital, 
since {520 millions is required for maintenance and investment, even on the 
basis of the inadequate Inland Revenue allowances. Moreover, a large part 
of this investment—{120 millions—represented war damage repairs to build- 
ings. There was a further draft of {109 millions (against £331 millions) on 
private capital, representing oui productive assets. For the six war years, 
private capital was run down by more than {1,500 millions, even on the 
Inland Revenue basis, and without taking account of war damage. Over the 
same period, overseas disinvestment is estimated at £4,440 millions, and “ the 
amounts shown . . . are known to understate the extent to which the country’s 
international position has deteriorated ’ 

It is rather discouraging that even the heavy borrowing abroad of 1945 did 
not permit a start to be made on the rebuilding of home capital, after providing 
a very austere standard of living for our population. This was due, of course, 
to the very slow reduction in Government expe nditure. And the curtailment 






































NET NATIONAL INCOME 


1935 1939 1940 194i 1942 94: 
Rent s 380 388 386 385 384 384 384 335 













Interest and profits }. 1,317 1,472 1,829 2,128 2,342 2,460 2,487 2,445 
Salaries .. wn -« 5,300 45,842 48,206 1,932 1,36% 1,430 1.473 1,555 
Wages... a -. 1,735 1,835 2,115 2,419 2,688 2,845 2,890 2,840 

1,226 








H.M. Forces(?) .. na 78 124 386 622 805 999 ‘I, 167 

















National income (at 
factor cost) .. .. 4,610 4,960 5,922 6,886 7,600 8,118 8,401 8,483 
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1938 
£m. 
Rent, interest, profits(?) 1,589 
Government wages bill(*) 250 
Other wages and salaries 2,585 
H.M. Forces(*) .. a 78 
Release leave pay(‘*) —— 
War gratuities(5) —_ 
Pension payments ee 132 
Unemployment pay, 
ete.) .. aa ia 114 
Sickness benefit. . 23 
Other transfer payments I 





Personal income before 
tax a oe es 4,772 






Other private income 
before tax a cd 259 












Private imcome_ before 
tax os e- es 5,031 



























£m. 

Consumption(’) .. .. 3,602 
Indirect taxes, net(*) .. 558 
Direct tax payments not 

included below ny 378 
Post-war credits(°®) a —~ 
Death duties(?°). . a go 
Tax accruals("). . me 4 
Net personal saving(?*).. (140) 
Personal outlay wa 098 
N.D.C. and E.P.T. + 15 
Other direct taxes ia 62 
Tax accruals("*). . ain 12 
Other private net 

saving (?4) ‘is ne 170 
Other private outlay... 259 





Private outlay 
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$) } 






telief of poverty. (7) At factor cost 











PRIVATE 


1939 


£m. 


1,649 


2,656 


320 


124 


134 


PRIVATE 





#m. 
& 


3,059 


v and allowances of members of the 


( 


612 


405 


180 


309 


5,031 5,379 





Rent, interest and profits received by pexsons. 
non-trading undertakings. (*) Pay and allowances of serving members of the Armed Forces. 
Armed Forces on release leave. 
tedits of members of the Armed Forces 
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INCOME 

















1940 194! 1942 1943 1944 
£m. £m. £m. £m. £m. 
1,740 1,744 1,919 2,052 2,144 
380 475 540 580 590 
2,041 3,276 3,529 3,605 3,773 
386 622 805 999 —:1,167 
153 181 204 225 250 
7 31 19 17 18 

23 21 7 31 32 

24 5° 44 44 45 
5,720 6,400 7,087 7,643 8,019 
615 919 962 980 975 


6,335 7,319 


OUTLAY 


£m. £m. 
3:799 3,839 
700 882 
524 690 
-- 10 
84 93 
39 4e 
(577) (844) 
5,720 6,400 
68 234 
110 203 
247 287 
190 195 
61 5 g19 


6,335 7,319 


8,049 








8,004 


95 


1945 


2,230 
615 
3,810 
1,228 
45 

&o 
257 
25 

31 
30 





goo 


9,251 























£m. + £m. £m. 

4,010 4,006 4,285 4,582 
994 1,076 1,050 1,063 
675 887 1,029 1,085 
125 170 205 225 
100 106 115 133 
194 97 60 aaa : 

(989) (1,301) (1,275) (1,270) 

7,087 7,643 8,019 8,351 
344 486 516-474 
269 253 242 231 
149 36 12 —=—5 
200 205 205 210 
962 980 975 goo 

8,049 8,623 8,994 9,251 





(2) Wages and salaries paid by government 









(°) And post-war pay 


(*) Payments in respect of unemployment and the 
*) Indirect taxes, rates, etc., less subsidies on consumers 
(?°) And stamps 
(1%) After setting 


goods and services. (*) Income tax payments due for repayment after the war. 
m the transfer of property. ('') Excess of direct tax liabilities over payments. 
aside the exctss of direct tax liabilities over payments. 
payments. (4) After setting aside the excess of direct tax liabilities over payments. 





(43) Excess of direct tax labilities over 











96 THE BANKER 





of this drain on our total resources should be deemed even more urgent than 
the suspension of borrowing abroad. Over the next few years, it will be an 
economic proposition to borrow abroad in order to expedite reconstruction. 
Even if such borrowing is not directly used for the purchase of capital goods, 
such as up-to-date machinery, it releases resources for the home capital in- 
dustries ; and the real return on home investment will be very much higher 
than the cost of overseas loans. 

The allocation of personal incomes is shown in the diagram on page oo. 
Last year’s slight reduction in Government expenditure was not reflected in 
any decrease in taxation. On the contrary, both direct and indirect tax pay- 
ments were slightly higher than in 1944. Consumption expenditure, however, 
rose by just on £300 millions, leaving an unspent margin (saving and provision 
for accrued taxes) of only £1,265 millions, against £1,335 millions in the previous 
year and almost £1,400 millions out of the much lower incomes of 1943. 

This decrease in saving is hardly itself a matter of concern, since it is to 
be taken for granted that the public will buy any goods made available and 
the volume of saving will automatically move inversely with the level of 
consumption. What is significant in the long run is the propensity to save, 
since this will govern, first, how soon it will be possible to remove controls 
without inflation and, secondly, the rate at which our national capital can be 
rebuilt. From this point of view the ever-increasing expenditure on drink and 
tobacco, notwithstanding the stiff rise in their price, is necessarily disquieting. 
Of the free margin of income left after paying for necessities such as food, rent 
and clothing, saving on the one hand and expenditure on drink and tobacco on 
the other hand each took almost exactly 30 per cent. 

Mr. Dalton’s Budget speech, juggling with figures in an attempt to prove 
that the Budget is almost balanced, merely emphasises once again the need 
for a proper presentation of the facts about Government finance in place of 
the present anachronistic methods of accountancy. When Government 
spending is absorbing so large a proportion of the national income and is a 
main determinant of the whole economy, a cash account for current items eid 


NON-WAR CAPITAL FORMATION 


(£ million) 
1938 1939 1940 1941 1942 1943 
Private, gross* “'s 545* 621* 231 76 205 174 
Public Authorities, gross 235 205 133 94 78 77 








780 826 394 7 283 
Less— 
Indirect taxest . 1 oe 
Depreciation and main- 
tenance . es : 85 50: = —529 —520 
Net capital formation at 
home at factorcost .. 2 ; 45 —362 —266 —292 —315 
Net lending abroad} ; - —2: ; —{ —663 —680 —659 
Net capital formation, 
home and abroad ... 21. 74- -1,178 --929 —972 ~974 —324 
* And war losses made good. * Including any increase in work in progress on government 
account held under private finance. Falling on home gross capita! formation. Theluding war 
losses made good. § And purchase of assets and financial claims from overseas 





——— 


NATIONAL FINANCE IN THE TRANSITION 97 


DISPOSITION OF PERSONAL INCOMES 


| EMillions £Millions 
9600 : 





eZ 
hy Ly Vj / y Lud , 
ACONSUMPTION {At Factor Cost}¥ 


ty, 


INCOME 
\WGY7 
ON AT MARKET VALUE 


INSUMPT/ 


SAVING 


(93593 /940 194/ 1942 1943 


TOTAL 


PERSONAL Cc 
es oo 
co —, 


CENTRAL GOVERNMENT REVENUE 


1938 1939 1940 1941 1942 1943 1944 
fm. {m. fm. £m. £m. £m. 


Income tax ‘a ss S121 3461) 293 664 848 1,279 
Surtax ie - -. so) GR) 79 77 73 74 
N.D.C. me a «. et 2 24 -23 27 35 
Excess Profits Tax -. —f| —| 44 211 317 | 481 
Death duties wk so Fa) 27 i 88 | 107 
Customs and excise duties 
on drink mn <- BOF |} 5 | 218 < 360 
Customs and excise duties 
on tobacco 9 —< a | 59 | 208 
Purchase tax “ es — | 97 93 
Entertainments duty os 8 | 8 | 15 40 
Other customs and excise | 
duties (?) en Se | | 138 151 
Motor vehicle duties ss 2B 241 37 1 38 28 
Stamp duties a o wea 14 | 14 | 5 | 17 
Post Office surplus (*) - Io | | 25 36 
Receipts under the railway | 
agreement a ds | ; — | 10 ; 54 
Other revenue is ce 32 | 31 c 20 


























| 
} 
| 
} 
| 


| 
Central government revenue 885 | 977 


1,275 | 1,857 366 | 2,926 





(‘) The reduction in this item in 1945 was due largely to a reduction of imports of petroleum 
products on government account. (?) Surplus shown in the commercial accounts of the Post 
Office. 
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simply will not do. The facts should be presented as in the Budget White 
Papei, government revenue and expenditure totals including capital as well as 
current items and a clear distinction being made between transfer items and 
expenditure on goods and services. When this is done, it becomes clear that 
the Treasury's true demands on the nation’s savings this year will in no way 
correspond to the meaningless figure of the Budget deficit. On the one hand, 
bo1rowing abroad will apparently provide sums roughly equal to Mr. Dalton’s 
notional deficit of £726 millions, so that there will be no deficit requiring 
domestic finance under this head. On the other hand, finance of £275/375 
millions will be required for war damage payments, E.P.T. refunds and repay- 
ments of post-war tax credits. Borrowing will also be required for the repay- 
ment of the National War Bonds, 1946-48, but this may be regarded as self- 
financing, and the same is true of any sums raised for the civil contingencies 
fund or the new forestry fund and not actually paid out during the year. 





DEFICIT FINANCE 
1942 


£m. 


Unemployment Fund .. 74 
National Health Funds 8 | 12 
Local Loans Fund : Io | 
Other extra - budgetary 

receipts ‘ 
R.F.C. loan ad aa — . 37 | 4 
Canadian interest - free 

loan 
i.end-Lease credit (*) 

Capital receipts (*) 
Less— 

Sinking funds 

Other expenditure 

(net) 


CHANNELS OF 
1938 1939 


£m. £m. 


1945 


£m. 


1943 
£m. 


1944 
£m. 


74 7 
€ 


1941 
£m. 


1940 
£m. 


—58 








—16 | 


l‘inance through govern 


ment agencies 


P.O. and Trustee Savings 
Banks on ; 
Savings Certificates (°*) 
Defence Bonds 
Other public issues (net) 
Fiduciary issue increase 
freasury bills (7) 
lreasury deposit receipts 
lax certificates 
Public borrowing at 
home 102 


Deficit 1,033 


(*) Credit 

’) Included in 
in accrued interest 

Bank Ways and Mease 





| 


1,490 | 


234 
232 
134 | 
1047 
170 

151 
155 
453 





579 | 


| 





appropriations in aid, etc 


301 
297 
I2I 
,0b60 
150 
433 
434 
177 


2,973 


(%) 


Including 


“— 


325 
205 
Ii2 
896 
150 
537 | 
394 
113 


2,792 


,129 | 5,831 | 5,971 


| a 
“| 
2 he 
| 


355 
159 
154 
1,176 
150 
565 
—158 
41 


2,442 
5,907 


granted by United States Government in connection with Lend-Lease settlement 


misc . llaneous revenue, 
(") Increase in Treasury Bills held outside government departments and in 


increase 








945 
m 


63 
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The requirements seem small compared with last year’s private saving of £1,480 
millions, and even allowing for some decline in saving as a counterpart of 
rising consumption the indications are that a reasonable margin will be available 
for private capital formation—and possibly for some funding of domestically 
held debt into the bargain. Any such funding will clearly intensify the trend 
towards still lower interest rates. Whether it will also involve an actual 
funding of notes or bank deposits cannot be judged in advance, since this 
depends, first, on the form in which our overseas creditors hold accumulating 
sterling assets and, secondly, on the liquidity preferences of the domestic public. 

As to the Budget itself, the repeal of E.P.T., the increase in the married 
women’s personal allowance and the grudging increase in earned income 
allowances are, of course, to be welcomed as stimuli to incentive. Its remain- 
ing features, such as the incredible reduction in tax on football matches, the 
limitation of earned income allowance to {1,200 and the increase in death 
duties on the larger estates are obviously pure electioneering. 

























DISTRIBUTION OF PRIVATE INCOME 







Numbet Total Total income Proportion 
of gross after tax retained after 







incomes income('*) at: tax at: 

















































000’s £m. 1938-39 1944-45 | 1938-39 1944-45 
rates(*) rates rates rates 
Private Income in 1938: £m. £m. % % 
Range of income 
before tax (#) 
Under (£250(?)_ .. 2,681 2,676 2,616 99.8 97.6 
£250-500 .« F,3eS 595 578 499 97.1 83.9 
£500-1,000 - 500 350 311 244 88.9 69.7 
£1,000-2,000 re 195 270 224 160 | 83.0 59-3 
£2,000-10,000 oo 97 360 256 170 7% 47.2 
£10,000 and over 8 170 84 35 | 49-4 20.6 
Unallocated pa - 605(4) | 499 — 82.5 — 
| | 
fotal private income 5,.031(4) | 4,628 — 92.0 -— 
caarlene woe a 
Private Income in 1944: | 
Under £250(?) 3,569 | 3,560 3.479 | 99-7 97-5 
{250-500 a .. 5,200 1,830 | 1,785 1,590 | 97-5 86.9 
{500-1,000 .. .. 1,400 995 896 730 go.I 73-4 
£1,000-2,000 ; 520 729 606 454 | 83.1 62.3 
{2,000-10,000 - 117 415 | 294 195 | 70.8 47.0 







{10,000 and over .. 8 155 80 20 | SE.6 19.4 












Unallocated dd 1,301(*) | 573 | — 44.0 
—— o 7 | « 





Total private income 8,994(4) | 7,051 












Estimates of income relate to calendar years; the tax-rates used are those current in 
138-39 and 1944-45 (2) A married couple is counted as one individual. (3) All transfer 
iyments, other than interest on the national debt, have been included in incomes below £250 
‘) Including all liabilities for N.D.C. and E.P.T., which are deducted together with income tax 
n arriving at retained income 
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The absence of any substantial concessions, such as a full restoration of 
earned income allowances or a cut in the standard rate of income tax, is more 
regrettable in that inflationary tendencies, on Mr. Dalton’s own showing, will 
if anything be reduced this year. As will be seen from the table below, 
direction taxation on all save the smallest incomes is still, allowing for the 
withdrawal of post-war credits, virtually at peak wartime levels. 


Married Couples, Two Children 
Income all earned income, 
Tax liability (to nearest £) 

1939-40 1041-407 

Income 

£350 


£400 


4,590 

£700 

£1,000 

1,500 

{2,000 4 5 711 
R= i 

£3,000 ° 177 3, 3F7 

{5,000 . 1,877 2,092 

+ Excludir ig post-war credits 


The restriction of earned income allowance to the first £1,200 of income, 
instead of the former £1,500, clearly raises doubts whether a Socialist Govern- 
ment can ever overcome its doctrinaire preoccupations sufficiently to assist, 
instead of impeding, national recovery. If the Budget Speech could be 
regarded as an economic, rather than a political, pronouncement, one would 
consider it astonishing for any Chancellor to imply that the Budget could b: 
balanced in peacetime with taxation at anything like its present levels. Jnless 
real output is to diminish seriously, direct. taxation must be reduced by « 
least a third. This means that there can be no hope of a balanced Sodert, 
consistently with a reasonable level of prosperity, until Government expenditure 
is cut to around the £2,000 million mark. Unfortunately, the lavish commit- 
ments of the present Government have made it distinctly doubtful whether 
that can now be achieved. Certainly, Mr. Dalton’s admission that rising 
expenditure on social services will fully absorb any saving on defence over the 
next few years suggests an expenditure total for 1947 -48 of not much unde! 
£3,000 millions—a crippling burden. 


NUMBER OF INDIVIDUALS(') IN DIFFERENT RANGES 
OF NET INCOME 

Range of income Assessed Assessed 
after tax 1938-39 1944-45 
{150-250 ‘s mi ni ote oa 4,500,000 7,400,000 
$250-500 nid me a “a 1,820,000 5,050,000 
{500-1,000 ; ‘on ‘ : ee 450,000 830,000 
£1,000-2,000 a sd sia acd ea 155,000 186,000 
- £2,000-4,000 .. 7” on - ea 56,000 33,050 
£4,000-6,000 .. wi in ae - 12,000 890 
£6,000 and over aa : se aid 7,000 60 


Total as - iss “a 7,000,000 13,500,000 








(4) A married couple is for income tax purposes counted as one individual. 











Legal Decisions, 1925-1945 (i) 


The Lessons of Twenty Years 
(By a Lecturer in Banking) 


URING the first quarter of the present century, the Institute of Bankers 

made a collection, in three volumes, of Legal Decisions Affecting Bankers. 

These covered the period from 1879 to 1924 and the series constitutes 
an invaluable work of reference. But lest the good should become the enemy 
of the best it should be pointed out that three further volumes are now needed 
in order to provide a series worthy of the Institute and its members. First of 
all, in point of time, there should be made available the leading banking cases 
prior to 1879; then we should have a volume in which are gathered together 
the 1879—1924 decisions which somehow or other failed to secure inclusion 
in the official set ; lastly and most important, we need the promised Volume IV, 
whose appearance has been delayed by the war and which should carry the 
story on to 1939 at least. 

There has as yet been no announcement when this fourth volume will be 
available to members and it would not be surprising were publication to be 
delayed until the summer of 1947. It may, therefore, prove worth while to 
set out in a series of articles some of the lessons which Part II students may be 
expected by the examiners to have learned from the outstanding decisions of 
the past twenty years. No attempt will be made, of necessity, to incorporate 
lengthy transcriptions from decided cases ; the notes will be mainly directed 
to pointing out how far the Courts’ rulings have influenced modern banking 
practice. 

(A) THE COLLECTING BANKER 

It is said that over half the actions brought against banks arise out of their 
work as collectors of cheques, so a start may conveniently be made with the 
trials and tribulations of the Collecting Banker. Apart from the statutory 
protection accorded by Sections 80 and &2 of the Bills of Exchange Act, 1882, 
and any rights it may have as a holder in due course, a bank is liable to the 
true owner for the wrongful application of the proceeds of any cheque it may 
collect ; and ever since the Act was passed the protection it accorded has been 
interpreted more and more narrowly by the Courts. 

The last collecting-bank case reported in Volume III was A. L. Underwood 
Ltd. v. Bank of Liverpool (1924). It concerned the dangers of dealing with the 
director of a “‘ one-man company,” and bankers, though probably agreeing 
with the justice of the decision against the defendants, were considerably 
perturbed by various remarks thrown out by members of the Court of Appeal 
which seemed to undermine the protection thought to be accorded by the Bills 
of Exchange (Crossed Cheques) Act, 1906. The banks’ reactions are clearly 
set out on pages 328 to 330 of Volume III and the whole case should be read 
by intending Part II candidates. 

The most important decision since 1924 is, of course, Savory and Co. v. 
Lloyds Bank (1933) and it is important for two reasons: because it went to 
the House of Lords, with the result that the majority decisions arrived at there 
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are definitive, and because it covered several points of everyday interest to 
bankers. Those points are the following: (1) the enquiries which a banker 
may be expected to make on opening an account for (a) an employee and (5) 
a married woman ; (2) the standard of care expected of a banker when crediting 
to A, an individual, cheques made payable by a firm to B; (3) the conduct of 
the branch credit system. 

The essential facts can be stated quite brichy: Perkins and Smith were 
clerks in the employment of Savory and Co., stockbrokers. Perkins had a 
banking account which he had opened with Lloyds Bank, Wallington, in 
Septe mber 1923, while Smith’s wife had an account with the same bank, 
opened at Redhill in 1926 and transferred to Weybridge in 1927. Between 
March, 1924, and November, 1926, Perkins stole from Savory and Co. 43 
cheques to a total value of over {2,000. These were all crossed bearer cheques 
made out in that form in accordance with the rules of the Stock Exchange, 
and were drawn in favour, as to one of a man named Sly, as to another of a 
man named Frost, and as to the rest of a man named Davis. Being bearer 
cheques they were negotiable instruments which needed no endorsement and 
passed from hand to hand. The one in favour of Sly was sent to Perkins by 
post to the credit of his account at Wallington ; the rest were paid in either to 
Lloyds Bank, Monument branch, or else Threadneedle Street branch, to the 
credit of Perkins’ account at Wallington, the paying-in slips in each case purport- 
ing to be signed by Davis, excepting the one in favour of Frost and the one in 
favour of Sly, where each slip was signed by Perkins. The claim in respect of 
the first 19 of these cheques was admitted to be barred by the Statute of 
Limitations and these items were excluded from the judgment. 

The other employee, Smith, between November, 1926, and March, 1930, 
stole 46 similar cheques totalling nearly £4,000. One was in favour of Davis 
and was paid into Lloyds Bank, Threadneedle Street, on a slip signed in the 
name of Davis; the rest were all payable to one Gibbes, and these were all 
paid in to Lloyds head office, the slips being signed in his name. 

All the cheques were duly collected and their proceeds, as to the first set, 
were credited to Perkins at Wallington and, as to the others, to Mrs. Smith at 
either Redhill or Weybridge. The first of the “ Smith ” cheques was received 
at the local branch before Mrs. Smith became a customer and in respect of this 
the bank set up no defence. As to all the rest, the bank, when sued by Savory 
and Co., claimed the protection of Sections 82 of the Bills of Exchange Act, 
~ 

Justice Roche gave judgment for the bank. The Court of Appeal 
reve on the decision and the bank took the case to the House of Lords. 

Before we come to the main points of the ultimate decision, the following 
points should be noted. (1) The various cheques and paying-in slips told 
the receiving branches that the persons to be credited were not the payees of 
the cheques and those branches knew neither the payees nor the persons who 
had purported to sign the slips. The advices of credit told Perkins’ and Mrs. 
Smith’s branches little or nothing more than that there was some money to go 
to specified accounts. In other words, all the information was possessed 
neither by the receiving nor by the crediting branch. (2) Perkins had been 
introduced to the manager at Wallington by another customer of no particular 
financial prominence but of supposed (and uncontradicted) respectability. 
There was no evidence given as to what the introducer was asked or what 
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information he gave. When the account was opened, the manager was told 
that Perkins was a stockbroker’s clerk but the name of his employers was 
neither asked for nor given. (3) The information regarding Mrs. Smith was 
even more meagre—little more than a landlady’s introduction. (4) Both 
accounts were conducted “ respectably ”’ for some years before any complaint 
was raised by the defrauded party. 

\ll the judges in the House of Lords were agreed that the bank was not 
entitled to escape any liability by reason of the loopholes in the branch credit 
system. It is probable that all banks, as a result of this decision, re-examined 
their methods of taking in branch credits, and students should take the oppor- 
tunity of seeing how far their own banks have brought in precautionary 
modifications. 

The decision of the majority of the House that insufficient enquiry had been 
made when Perkins’ account was opened was a real blow to bankers. A 
series of post-1882 judgments had shown the necessity of obtaining information 
on new customers but in the Savory case the standard was screwed up several 

gs. Perkins was respectably introduced and it was known that he was a 
stockbroker’s clerk. The majority went on to hold that had the Wallington 
branch known that he was in the employ of Savory and Co., and had they 
known that he was paying to his credits cheques drawn by that firm, then the 
frauds would have been discovered at once. That the branch credit system 
was faulty and the information on the customer inadequate were both things 
for which the bank must accept responsibility. Had the reference of the 
introducer been of high value, a loosening of the information precaution might 
have been excused, but the evidence showed that the introduction was of a 
very colourless kind. But suppose the customer changed his occupation 
without telling his bank- —what then? This question was tackled by Lord 
Wright as follows: ‘“‘ Nor is it any reason why this information should not be 
obtained that the man may give a false answer or may thereafter change his 
employment. The former is not likely ; as to the latter, in the present case 
there was no change in Perkins’ employment, and it is useless to consider what 
might be the position if something had happened which did not happen. Nor 
is it any answer to a charge under Section 82 of neglecting a proper precaution, 
that if it had been taken, it might have been fruitless. Nor does a precaution 
cease to be proper for purpose s of Section 82 merely because though generally 
effective it may in special circumstances be ineffectual.’ 

As to Mrs. Smith’s account, it was held that if a bank did not make 
full enquiries then it must abide by the consequences of its neglect. These 
enquiries would vary with circumstances but should normally embrace the 
husband—who was he? Was he employed? If he was, then by whom : ? 

Over this matter of account-opening, also, students would be wise to see 
how far practice in their banks has tended to conform to precept. The de- 
fendant bank was sharply criticized because the receiving branches made no 
enquiries although the cheques were stockbrokers’ drafts payable to third 
parties. Lord Wright said on this point: ‘‘ The evidence was that the risk 
was so well and indeed intuitively understood by the appellants’ employees 
as not to need a written rule, that they must not take without enquiry cheques 
drawn by a firm in favour of a third party and paid in by, or for the credit of, 
a person other than the payee who is known or ought to be known to be an 
employee of the diawing firm. These words ‘ought to be known’ have 
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reference to another aspect of the care that should be taken by the collecting 
banker, that is, to acquaint himself with his customer’s position, so as, in proper 
cases, to be able to guard against the risk.”’ 

The words “ ought to be known ”’ are important. Bankers would certainly 
not have agreed that they figured in any rule, written or unwritten, and their 
importation represents a serious tightening up in the standard of non-negligence. 


International Banking Review 


France 


HE negotiations for a new Anglo-French Financial Agreement made good 

progress during April and at the tirhe of writing the conclusion of the 

Agreement is considered imminent. It is believed that the Agreement 
will provide for the repayment of the balance of the credit of £150,000,000 
granted last year, mainly out of the proceeds of private French sterling assets 
about to be surrendered to the French Government. It is not expected that 
any new credits would be granted at the present stage, but facilities for increased 
French exports to Great Britain are likely to be arranged, in order to enable 
France to purchase more goods from Great Britain and the Sterling Area. 
It is believed that, should negotiations be opened for an Anglo-French Alliance, 
the question of granting credits and further trade concessions would be 
reopened. 

During the past month the nationalization of French banking proceeded 
further. Hitherto, it was confined to the Bank of France and the commercial 
banks. Last month the Government took steps to nationalize the two leading 
banques d’affaires, the Banque de Paris et des Pays Bas and the Banque de 
l'Union Parisienne. At the same time, a beginning was made with the 
nationalization of colonial banks of issue. 


Portugal 


A Payments Agreement was concluded in April with Portugal, largely on 
the same lines as the other payments agreements with Western European 
countries. The exchange rate is to remain unchanged at 100 escudos per pound. 
Reciprocal credit arrangements were made between the Bank of England 
and the Bank of Portugal, to the amount of £5,00c,000 and 500,000,000 escudos 
respectively, to pay for current adverse trade balances. There was no pro- 
visions for the repayment of Portugese blocked sterling balances, estimated at 
some {80,000,000, but it is expecte -d that this will be effected largely through 
the placing of long-term contracts for equipments in this country. Should 
Portugal adhere to the Bretton Woods plan, the terms of the agreement may 
be adapted to its provisions. 


Egypt 
The payments agreement concluded in 1945 was renewed for another 
twelve months last month. Its most important provision is that under it 
Egypt will be allotted out of the dollar pool scarce currencies to the amount 
of {E 12,000,000. The British Government will have the power to break this 
provision in case of the non-ratification of the American loan agreement. 
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Reconversion— The First Phase 
By Sir Frederick Rees 


(Chairman of the Welsh Reconstruction Advisory Council) 


HEN the first Interim Report of the Welsh Reconstruction Advisory 
W conc (H.M. Stationery Office) was issued in March, 1944, it was 
assumed that the war against Japan would continue for a year or more 

after the end of the European conflict. Hostilities, it was generally supposed, 
would taper off rather than cease abruptly. The first important consequence 
of the use of the atomic bomb was to destroy this assumption. As the war as a 
whole came to an end last summer, the problem of reconstruction was 
immediately precipitated. The dislocation, which was in any event inevitable, 
was the greater because the requirements of a condition of war ceased to be 
demanded with a suddenness which had not been anticipated. The strain 
caused by the change-over of production—the adaptation of premises, the 
retooling of the factories, the recruitment of labour, etc.—has been much 
more severe than it would have been had the original assumption held good. 

The dislocation has been particularly marked in Wales, partly because so 
much labour, especially of women and girls, was concentrated in war factories, 
and partly because the leading South Wales ports, which had been so exten- 
sively equipped for general cargo purposes, lost a considerable part of that 
trade when the war ended. On the other hand, the schemes, elaborate and 
\elatively well advanced, for the setting up of new industries could not be 
brought to maturity at once: for the advantages of being scheduled as a 
development area could not be reaped in the short period. On January 14, 
1946, the numbers of insured persons registered at Employment Exchanges 
in the Wales region as unemployed were 68,000. Of these nearly 50 per cent. 
were women and girls, and of the women about half were married and may 
not seek employment. The situation, therefore, was not in itself unduly 
alarming, and it did not compare unfavourably with that in other areas. 

But the emergence of unemployment has aroused alarm ; for any hint that 
South Wales is likely to drift back into the pre-war condition is bound to do so. 
There is, in fact, no immediate likelihood of this happening. The present 
unemployment is very different from that of the inter-war years. It is 
coincident with shortage of labour in every direction, and it is absurd to think 
in terms of a surplus. The usual complaint now is not that the work is not 
available, but that it is not immediately available where persons are un- 
employed. That it exists elsewhere and workers are being attracted to it 
also arouses alarm, because it recalls the fact that 400,000 migrated from 
industrial Wales during the inter-war depression. 

The great volume of unemployment in those years was among coal miners. 
[o-day the shortage of mine workers is a major problem. The number employed 
have fallen to nearly 100,000, a figure which it was considered unlikely would 
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ever be reached even in the dark days after the fall of Fiance. The causes 
of the labour shortage in the largest industry are, no doubt, many and complex. 
Some ascribe it to a dislike of mechanization in itself or to the increased 
danger of industrial disease said to be incidental to the introduction of 
machines. Others say it is the psychological effect of the pre-war experiences 
of the mining community. Parents have lost confidence in the industry as an 
outlet for their boys. Since the industry has in the past largely depended on 
the sons of miners this is having serious repercussions, particularly as the 
average size of the miner's family has fallen and improved educational facilities 
offer other openings. Still, it is generally recognized that coal is the basic 
industry of South Wales and that its future depends on the raising of coal for 
the export and inland markets. The industry will have to be made sufficiently 
attractive to recruit an adequate and well-trained labour force. 

The Board of Trade has been very actively engaged in facilitating the 
establishment of new industries in South Wales. There are good prospects 
that as the schemes mature employment will be found for about 90,000 persons. 
This will lead to that diversification of industry in the region which has 
long been considered as essential to its economic well-being. Experience during 
the war has proved the skill and adaptability of local labour and there is 
every prospect that the new light industries set up on the trading estates and 
elsewhere will successfully establish themselves. 

South Wales has the necessary prerequisites for success or can develop them 
Reference has already been made to its great coal resources, richer in variety 
than in any other coalfield. It has large ports well equipped and capable of 
future development. The price of electricity to industrial users is as cheap, 
and indeed often cheaper, than in any other part of the United Kingdom. There 
is an acknowledged weakness in communications which will have to be 
remedied. The greatest single contribution to the improvement of transport 
facilities will be the construction of a Severn Road Bridge. This project has 
been given high priority. When the bridge is completed, together with suitable 
communicating roads, there will be easy access to the Bristol area, the Midlands 
and London. It is essential that the light industries should have the alternative 
choice of rail or road transport. 

While the week to week alarms with respect to this source of unemployment 
or that finds ready expression in the House of Commons or in the press, there 
are organizations actively engaged in 4 the problem as a whole. The 
Regional Board, on which the heads of the Government Departments meet 
to watch the situation, is strongly reinforced by the activities of the Board of 
rrade, which have already been mentioned. From time to time announce- 
ments are made of the allotment of factory space and already South Wales 
has figured prominently in such allotment. These represent the conclusion of 
care ful enquiry into, and sifting of, many applications. There is also the 
National Industrial Development Council of Wales and Monmouthshire, which 
has done valuable pioneer work and is still active. A number of leading 
industrialists are organized in the South Wales and Monmouthshire Industries 
Association and they have committees dealing with special problems. 

We are now approaching the end of the first post-war phase envizaged 
in the Interim Report of the Welsh Reconstruction Advisory Council, and we 
shall be passing within the next few months into the first reconstruction 
boom. How South Wales will fare at that stage remains to be seen. Here as 
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elsewhere there will be a greater sense of public satisfaction as consumer 
goods become more abundant. This will be especially true of the provision 
of houses and their furnishings. The anxiety of the Government will be 
relieved when the supply of goods is brought into a healthier relation to 
spending power and individual effort will also be encouraged when money can 
more easily be converted into the many wants of which people are conscious. 
But relaxation of control must be gradual if a price boom is to be avoided. 
To exercise the necessary degree of control is a stupendous task. Certain 
interests are bound to become restive and those exercising the control cannot 
be all-wise. To control the reconstruction boom and direct it into a phase 
of general prosperity will demand a high degree of statesmanship. 

The conclusion to which a survey of the months since the cessation of 
hostilities leads is that, while the strain has been considerable, it has not 
caused so much dislocation as might have been anticipated. We have had one 
unpleasant surprise in South Wales, namely, our inability to increase the 
output of coal. Our anticipation that we could by export of coal contribute 
substantially to the urgent need for increased value of exports has so far 
been disappointed. The fact that the ports have not recovered their trade 
has made the agitation for the retention of a share of the general cargo trade 
of the war years more insistent than it would otherwise have been. The 
Interim Report of the Welsh Reconstruction Advisory Council shows much 
concern that reparation coal should not, as after the last war, prejudice our 
export trade. That reads curiously now. It might be an advantage at present 
to import coal from the Ruhr, if we could export an equivalent amount to 
special markets and so retain our goodwill in ther. But the present phase 
may be temporary. We have witnessed so many changes in the fortunes 
of this industry that it is dangerous to prophesy about its future. 


South Wales Iron and Steel 
By Sir Lewis Jones 


(Secretary, South Wales Siemens Steel Association) 

T has been rightly claimed that the National Organization representative 
of the employers in the iron and steel industry of Great Britain, published 
during the inter-war years, a more complete set of annual statistics of the 
activities of the Industry than was produced in any other Industry in the 
country. For security reasons that can be well understood the publication of 
these statistics during the war years was suspended, and it has not therefore 
been possible to give detailed information as to the activities of the steel 
industry in the various regions throughout the country. It may be taken, 
however, as a fact that the South Wales iron and steel industry played its 
part nobly in meeting all the demands that were made on it by the various 

supply departments of the State during the whole of the war period. 
Every section of the iron and steel industry is represented in South Wales. 
In the heavy steel industry are such products as ships’ plates, rails, sections, 
billets, etc., and South Wales possesses complete composite plants from coke 
ovens to rolling mills which stand comparison with any plants in Great Britain. 
These plants have been, with surprising ease, switched over from war produc- 
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tion to meet peacetime demands. These well-equipped plants, situated at 
Port Talbot and Cardiff and owned by the Guest Keen Baldwins Iron and 
Steel Co., are both working to full capacity and will play an important part 
in the rehabilitation of the British iron and steel industry, as will the re-rolling 
works of Guest, Keen & Nettlefolds at Cardiff and Whiteheads works at 
Newport, at the latter of which considerable expansions are foreshadowed. 

There is another section of the iron and steel industry of South Wales 
which is of considerable importance. West of Port Talbot there are thicteen 
steelworks principally engaged in the production of sheet and tinplate bars, 
[In 1937 the tonnage produced was over 1} million tons, and in 1939 the quantity 
of bars produced was 1,388,000 tons. These bars are the raw material of the 
tinplate and sheet industries. Both these re-rolling industries are of vital 
importance to the economy and prosperity of South W ales and indeed to the 
economy of Great Britain. Of all the items listed amongst iron and steel 
exports from this country, tinplates were the most valuable, for they repre- 
sented about 20 per cent. of the total value of iron and steel exports. It is 
computed that for the ten years prio: to the outbreak of the second world 
war, the average value of tinplates and sheets exported from this country 
exceeded {9 million per annum, and of this amount the value of tinplates was 
in excess of 90 per cent. 

The peak output of the Welsh tinpate industry was in 1937, when the 
production exceeded 204 million boxes. The average annual output for the 
three pre-war years (1936, 1937 and 1938) was approximately 17,128,000 boxes, 
whilst exports for these three years averaged 863,000 boxes, ‘representing 50 
per cent. of the total production, and incidentally 50 per cent. of the world’s 
total exports in tinplates. The tinplate industry, however, was a war casualty, 
for there was a seiious shrinkage in tinplate outputs during the war period. 
The shortage of ceitain raw materials, including coal difficulties, etc., all con- 
tributed to a reduction in steel output in the tin-bar industry, whilst the 
export market for tinplates practically closed. 

These facts, amongst others, contributed to an average reduced output 
of about eleven million boxes during the war period. It is obvious, therefore, 
that the first task to which those responsible for the control and management 
of the industry is to be directed is to ensure the regaining of normal markets 
in order that pre-war outputs may be reached, and having achieved that 
object to endeavour to ensure that the industry shall make its contribution 
to the vital increase of British exports. Unfortunately, however, tinplate 
manufacturers have had to tackle two important and vital problems affecting 
the welfare of the industry. 

Hitherto the bulk of tinplate manufacture in South Wales has been made 
by what is known as the “ pack’”’ process of rolling. Now, some years ago 
the Americans pioneered the strip method of rolling tinplates and sheets, and 
this process revolutionized the method of manufacture. Messrs. Richard 
Thomas & Co., in the immediate pre-wa1 years, installed at Ebbw Vale what 
was then rightly termed the most modern composite steel and strip plant in 
the world. It was the first of its kind in this country. It came into operation 
immediately on the outbreak of war, and it is common knowledge that it has 
been a wonderful success. Its tinplate production alone has already exceeded 
five million boxes per annum. 

It has been computed that there is in the whole of the tinplate industry of 
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South Wales, including the Ebbw Vale plant, a potential capacity a little 
short of thirty million boxes per annum. Reference has already been made to 
the peak production of 20} million boxes in 1937, and it is therefore obvious 
that there is, in South Wales, a substantial redundant capacity when related 
even to the peak production of 1937. The industry has given considerable 
attention to this redundancy problem and a scheme has been adopted for dealing 
with it ; a scheme which has had the approval of the Board of Trade and the 
Treasury. A number of tinplate works have already ceased production, or 
will, in the near future, do so for good, but even after the complete operation 
of the redundancy scheme the bulk of the capacity for tinplate production 
will still remain the old pack mills. 

Now comes the question of further modernization so far as South Wales 
is concerned. Ebbw Vale has blazed the trade. The leaders of the industry 
are determined that the Welsh tinplate industry shall possess the most modern 
equipment that it is possible to erect, and the leading firm in the industry— 
Messrs. Richard Thomas & Baldwins Ltd.—have already announced their big 
programme of development. At Port Talbot a hot strip plant is to be erected 
on the most modern lines and will take the form of a complete composite 
plant to include coke ovens, blast furnaces, melting shop and strip mill. It 
has been stated that it will be the most modern plant of its kind in the world 
judged from the technical and economic standpoint and will, when complete, 
roll hot strip for plates, sheets and blackplate. 

A qualification must be made in the description as to the ‘‘ completeness ”’ 
of this plant for it is not intended that at these works the strip shall be 
‘ finalized’ into finished tinplate, and there are good reasons for this. The 
present tinplate mills in West Wales are dotted around various centres of 
population, and tinplate workeis are scattered over a fairly wide area. A sad 
blow would have been struck at many of these centres of population had the 
location or locations of tinplate production been shifted in their entirety to 
Port Talbot, and the industrial leaders who have been made responsible for 
these tremendous schemes of development and modernization, have, of their 
own volition, agreed that a number of firms now actively engaged in tinplate 
manufacture shall co-operate in erecting two large cold reduction plants, one 
in the Llanelly district and one in the Swansea district, in order that the 
displacement of labour may be reduced to a minimum. 

These are huge schemes involving large capital expenditure. They may 
take the best part of three years to complete, but when these schemes have 
reached fruition it will be realized that those responsible for the ‘‘ dream ”’ 
have been far-sighted and will have made a great contribution to the retention 
of South Wales as the home of the British tinplate industry, and made it 
possible for that industry to make a substantial contribution to British 
economy. In truth, the developments and modernization now under con- 
sideration will bring in their train an industrial revolution, small, may be, in its 
national importance, but of considerable and vital interest to South Wales. 
In the meantime the tinplate industry is directing all its energy to meeting 
the increasing demands for its product, both at home and in the export markets, 
but is seriously handicapped by shortage of labour. It is only when further 
men are released from the Services can additional mills be re-started. The 
industry has a substantial leeway to make up before it reaches its normal 
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output, and further substantial progress will have to be recorded before it 
can make any appreciable contribution to the national demand for an increase 
in British exports. 


The Outlook for Welsh Coal Exports 
By H. I. Norton 


(Chairman, South Wales Coal Exporters’ Association) 


ITH coal tips standing idle at the ports there is no disguising the fact 
W iat the immediate outlook for the coal export trade from South 

Wales is acutely depressing. The coal industry of the United Kingdom, 
which in prosperous days employed over a million workers, today employs about 
700,000, and in the South Wales coalfield the number of effective workers is 
probably not more than 100,000. Wastage of man-power has been very high 
and was recently estimated at about 10 per cent. Until recently man-power 
was steadily shrinking, but this situation is now being arrested and with the 
return of men from the Forces and an increase of boy entrants it is hoped that 
production may steadily rise. But the ratio of surface, haulage and other 
workers to the collier at the coal face is still much too high. Stocks are so low 
and the situation so disquieting that the country has been warned that in- 
dustries are faced with further restrictions of supplies. Even shipping has to go 
short, the quantity of bunker coals being rigorously scrutinized before release 
is granted of much less than the shipowner requires. 

With the exception of small quantities of quality coals released for shipment 
to a few British foreign depots for bunkering purposes, only coals of inferior 
quality are exported to our most important European clients, such as low 
grade anthracite duffs, opencast slacks, coke breeze, which would be unsaleable 
in normal times. Prices are wholly uneconomic. Best Admiralty Large for 
which the minimum price of Igs. 6d. per ton f.o.b. Cardiff was fixed under the 
Coal Mines Scheme of 1930 is now being sold at 47s. 7d.; Best Big Vein 
Anthracite Breaker Duff for which the minimum price was 8s. 6d. per ton 
f.o.b. Swansea is almost unobtainable, and our important French customers 
are having to pay 32s. per ton f.o.b. Swansea for low grade Anthracite Duff 
ex bank. Coal exporters cannot view with satisfaction the shipment of 
inferior qualities to their pre-war customers, whose friendship and custom 
have been cultivated for many years, knowing at the same time that their 
competitors with rapidly increasing outputs are quick to take advantage of 
the position, and are busily digging themselves in markets which were 
formerly exclusively or predominantly British and largely Welsh. 

The hope of the future lies in the belief that the situation has now become 
so grave as to impel prompt and drastic action. A new chapter in the stormy 
history of the coal trade is about to open with the passing of the Coal Industry 
Nationalization Bill. The industry will be managed by the National Coal 
Board of nine selected men just appointed under the direction of the Minister, 
and they will have to apply themselves immediately to a substantial increase 
in production and making coal available at a more economic price. Valuable 
preliminary work has already been done by surveys of all the coal-bearing 
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areas in the country and also by the publication of the Reid Report, which is 
rightly 1eyarded as the most significant contribution to the industry for many 
years. 

With the passing of the Bill it is hoped that the bitterness of the past may 
be assuaged and that the National Coal Board, the managements and the men 
will work in harmony towards the rehabilitation of the industry. The industry 
has always been resilient, and it is urged that if France, after more than four 
years’ occupation, can restore her coal production to above pre-war level 
in the space of a few months, it should be possible for a similar recovery to 
be made in this country. France has increased her mining man-power by 
the use of German prisoners of war and displaced European persons, and no 
doubt the National Coal Board will give consideration to this aspect as well 
as to questions of increased rations, a shorter working day, and longer holidays, 
so that the implementation of the Reid Report can be carried into effect with 
the least delay. 


There should be no fear of the ability of coal exporters to dispose of a large 
surplus Whsen it hecnmes available, ao Welsh st€am coals aud Welsl: anthracites 


are still the best in the world and markets will be open to them for many years 
ahead. It may be futile to hark back to the peak year of 1913, but if the 
1937 figures were regarded as an attainable target there would be a bright 
future for many years for the South Wales ports and the hinterland where 
the coal is mined. In that year, South Wales’s best customers were France, 
which imported 6,077,000 tons ; the Argentine with 2,044,000 tons; Egypt 
with 1,050,000 tons ; Italy with 984,000 tons; Canada with 853,000 tons : 
Portugal with 852,000 tons ; Brazil with 491,000 tons ; Spain with 395,000 
tons; and Algeria with 333,000 tons. Even in the changed conditions, 1t does 
not seem unreasonable to regard the 1937 figures as being again attainable. The 
Great Western Railway, through their Chairman, Viscount Portal, have 
indicated their faith in the recovery of the South Wales Export Coal Trade 
and are providing for retention of all the facilities developed between the wars 
by expenditure of millions on improvements to the South Wales Docks 
installations. 

So far as the exporters are concerned, they are maintaining their organiza- 
tions, and have staff available, both at home and abroad, to cope with any 
increase. Such small quantities as are available for export to the liberated 
territories are being shared proportionately amvungst them by schemes which 
have been worked out in co-operation with the Ministry of Fuel and Power, 
thus enabling large and small firms to keep workmg, in preparation for the 
time when their services can be more fully utilized. Cra] exporting is a highly 
specialized profession, requiring considerable technica: knowledge, which is 
always at the disposai of the foreign buyer. The South Wales Fuel Efficiency 
Committee of the Ministry of Fuel and Power has divided ‘he coaolq into 
six groups: Anthracite, Sub-bituminous, Semi-bituminous, Bitumineis | 
Bituminous 2, and Bituminous 3, with a variation in volatile matter fiom 
4} per cent. to 34 per cent., and has specified the types most suited for wate: 
tube boilers, shell type boilers, vertical boilers, locomotives, gas manufacture, 
coke making, and other industrial purposes, such as brick kilns, cement kilns, 
malting, bakeries, and central heating and domestic appliances. It is the 
business of the exporter to advise his customers as to the brand of coal most 
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suited to their particular requirements. The exporter has always been the 
pioneer of the industry and his specialized knowledge is to-day prehaps un. 
than ever of the utmost value to foreign buyers. 

Local expectations of recovery have been encouraged by the establishment 
of the European Coal Organization for the purpose of promoting supplies and 
equipment and their dictrihntion while sa eguarding, as far as possible, the 
interests of both producers and consumers. This Agreement has already been 
signed by the Governments of Belgium, Denmark, France, Greece, Luxem- 
bourg, the Netherlands, Norway, Turkey, the United Kingdom and the United 
States of America, and is now functioning under a British Chairman. Poland 
has since joined, but Russia is not yet a signatory, although known to be 
sympathetic. 

The reorganization of coal exporting is therefore complete. Everybody 
is ready to get going. The Great Westein Railway, the European Coal 
Organization, and the exporters, are all prepared to play their part in the 
restoration of the coal export trade, as soon as surplus output is av>‘leble. 
To patapluase a fauwus statesman: “ Give us the Coal, uro will deliver the 


goods.”’ 



















New Light Industries in Wales 
By John Paces, B.A., A.M.LP.E. 


(Suerceury, South Wales and Monmouthshire Industries Association) 


HROUGHOUT the war, industry in the United Kingdom has become 

increasingly aware of Government interest in the development areas 

Even before the war economic as well as military strategy influenced the 
Ministries to site as many Royal Ordnance works and agency factories as 
possible in what were once distressed areas. 

It must be clear, however, that this policy could hardly help these areas 
in peace-time commercial conditions, and indeed many South Wales in- 
dustrialists feared that this purely war-time production would only add to the 
difficulties of the transition from war to peace-time production. South Wale 
and Monmouthshire in the ‘thirties already suffered from over-dependenc: 
on coal and tinplate. Munitions work could only postpone and eventually 
aggravate that weakness ; -t was in no sense a normal solution. 

However, the possibitty of a delayed action slump has beer substantially 
avoided by the vigouv: and efficiency with which private cuterprise and the 
Government have *2plemented the policy of industrial diversity in South 
Wales. Peginnirg ten years ago with the Treforest [rading Estate, constant 
progress has been made towards a wide range of production. To-day the same 
Ordance factories which once seemed an additional liability have now become 
searate trading estates or have otherwise been leased to private enterprise. 

Furthermore, the Welsh Regional Office of the Board of Trade is now 
dealing with enquiries for factory space which far outstrip the limits of 
available premises. Some ninety building schemes for new factories and 
extensions have been approved, and work is already in progress on forty 
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These factories will manufacture goods very different from the old style 











on the products of South Wales—and each new industry will bring with it the possi- 

, bility of new auxiliary undertakings. For in an area suddenly enriched by new 
combinations of light and heavy industry there is always a promise of new 

hment needs and opportunities created by special circumstances. 

es and It would be impossible in the space of this article to enumerate and 















le, the comment on each of these new light industries, but it may prove interesting 
y been to deal as fully as possible with industrial development in one of the converted 
uxem- Ordnance factories and in an area which had a bad peace-time employment 
Jnited record and has since had little ‘‘ munitions ”’ prosperity. 

oland A good example of the Royal Ordnance factories is that at Bridgend, 
to be which at peak munitions production employed 35,000. Since the end of the 






war steps have been taken to convert this undertaking extending over 750,000 
sq. ft. to peace-time usage, a difficult task considering the small separate 
buildings which were necessitated by the handling of explosives. In any 
event peace-time conditions will restrict maximum normal employment to 
10,000. Premises have been allocated to over sixty firms and very little 
space now remains. Production will be very varied and includes the following : 
vacuum flasks, furniture, welding electrodes, toys, paint, electro-plating, metal 
stamping, plastics, proprietary chemicals, concrete reinforcement netting, 
switchgear, electric light fittings, office equipment, paper-hanging machines. 
The Ordnance factory, now Bridgend Trading Estates, is being administered 
by the South Wales and Monmouthshire Trading Estates, Limited, and the 
work of space allocation is mainly the concern of the Wales Regional Office 
of the Board of Trade. Industrial development in South Wales and Monmouth- 
shire through the war and in these early days of peace owes a substantial debt 
to Mr. Eugene Brunning, who, until his retirement in February of this yea, 
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wes played an unpublicised but vital part in the whole scheme of rehabilitation 
d the as Regional Controller of the Board of Trade. His constant efforts and the 
 & zeal of his staff at the Regional Office laid the basis of prosperity in many 

districts where peace once brought unemployment and a more recent war 
aren had meant only a postponed anxiety. Bridgend is now a centre of normal 
. io industrial activity with all the flexibility which accompanies a wide range of 
» ihe production. Its employment is not wholly dependent on the demand for one 
ales particular article or the price fluctuation in a single market. What Bridgend 
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has achieved to-day is the standard set for the whole development area. 

A good example of new industries outside the munitions centres is to be 
found in Treforest. Before the war the surrounding district was hard hit by the 
prevailing decline of trade in coal, an industry especially susceptible to the rise 
and fall of overseas demand. In 1936 the Government set up the South Wales 
and Monmouthshire Trading Estates, to provide factories at attractive rentals 
in what was then the special area. The first estate set up under this scheme 
was at Treforest, an ideal valley site on the main road and rail from Cardiff 
to Pontypridd. Among the early comers to this estate were factories manu- 
facturing vehicle bodies, chrome leather, silk printing, paper boxes and plastic 
spectacle frames. 

The war provided a vast impulse for this scheme and industries located 
there under direction from Government Departments were soon fully aware 
of the advantages to be gained from modern factories and highly intelligent 
labour set in an area of immense natural resources. South Wales felt the 
benefit of new enterprise, experience in factory production and employment 
for women as well as men. Now the Treforest Estate is about complete and 
its place is assured as a potent influence towards industrial stability in the 
area. Its products include many articles such as: batteries, zipp fasteners, 
chocolates, refractories, glassware, abrasives, cigarette papers, aircraft com- 
ponents, machine belting, gloves, roller skates, switchgear and clothing. There 
are almost seventy firms now operating on the estate, and any industrialist 
visiting the area will be impressed by the appearance of these many new 
factories, each set in grass lawns reaching back from the double track main 
road. 

Two other developments in light industry are of considerable importance 
to South Wales and Monmouthshire. These are the standard factories and the 
new provisions for employing partially disabled miners. 

During the war six standard factories were built partly as shadow factories 
in the event of severe air raids and partly as a provision for the future needs 
of peace-time industry. These factories, each of 50,000 sq. ft., are at Ystrad- 
gynlais, Blackwood, Swansea, Ammanford, Neath and Merthyr. Since the 
end of the war all six have been allocated to private enterprise and will produce 
electric clocks, switchgear, dental instruments, toys, upholstery, artificial silk 
stockings and aluminium hollow-ware. 

The Government is also providing ten factories, mainly in the central and 
western parts of the development area, to employ miners who have had to 
leave the pits through physical disability. Each factory will be of 25,000 
sq. ft. and will be leased to private enterprise at special terms on the under- 
standing that a 50 per cent. quota of partially disabled men is employed. 

Other single undertakings of note are the British Nylon Spinners, Ltd., 
factory near Pontypool (yarn manufacture), H.T.A., Ltd., Dowlais (agricultural 
machinery), Polikoff (Wales), Ltd., Rhondda (Clothing), Saunders Valves, 
Ltd., Cwmbran (valves), Brynmawr Rubber Co., Brynmawr (rubber products). 
Some of these are financed wholly by private enterprise, while others were 
assisted by grants or Government erected buildings. 

In all, South Wales and Monmouthshire has already a sound hope for full 
industrial prosperity and there is little doubt that in the future this area will 


become increasingly noted for the variety, quality and modernity of its light 
industrial undertakings. 
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Electricity Generation and Supply 


in Wales 


By W. Fennell, M.LE.E. 


ALES is fortunate in its coal and water resources for power production, 
Wixi it has suffered in the immediate past by lack of sufficient industries 
requiring power. A large proportion of the coal output was exported 
either as bunker coal or foi use in countries having little or no “ native ’’ coal. 
The recent replacement of high quality Welsh coal by oil for ship propulsion 
and the removal of a large portion of the steel industry to the mid-east England 
ironstone area have been serious blows to the coal industry. It is not to be 
wondered at that both the present and previous governments decided that 
fresh industries should be introduced to restore the prosperity of South Wales. 
During the war Wales has benefitted greatly by the movement of war industry 
from the east to the west for security reasons. Table II (near the end of this 
article) shows an increase of 150 per cent. in the sales of electricity for power 
purposes by the six undertakings. Very large prospective demands for power 
were considered even before 1939 ; and some important extensions of electric 
power generating stations have been made. Table I (column 1) shows how 
large these extensions have been. 


TABLE I—ExtTENSIONsS or PLANT (in kilowatts)f 

Col. 1 Col. 2 Col. 3 
Undertaking Completed 1939-44 In hand Provided for 
Cardiff (Corpn.) ee a i i 60,000 — 90,000 
Lianelly (Coy.) Kee = ee oa ba 12,500 ce — 
Newport, Mon. (Corpn.) .. ee soa - 30,000 30,000 ~ 
S. Wales Power Co. =a <% és sig 150,000 —- - 
Swansea (Corpn.) .. me Ld mr 75,000 “= — 

Projected 

N. Wales Power Co. ° oe . - —- 300,000 


+ A kilowatt equals approximately 14 Brake Horse Power and is abbreviated to “ kW.”’ 


There will be some scrapping of existing plant in the near future, due to 
age, etc., but that will be more than covered by the planned extensions at 
Cardiff, which are all of base load type, 7.e., very high pressure generating 
sets designed for maximum economy. The new sets average 30,000 kW. each. 

It will be understood that since the commencement of interconnection of 
the larger power stations via the grid 10 years ago it is no longer necessary 
that the plant in each supply area should correspond, even approximately, 
with the demand in that area. Power stations are now sited where coal and 
water (for condensation) can be best obtained, having some regard, of course, 
to the local demand to reduce transmission costs. 

A glance at the column headed ‘“‘ Power’”’ in Table II will show that a 
substantial portion of the wartime increase in sales was lost at the war end and, 
no doubt, there will be still more lost in 1946-47. A large portion of the 
plant installed during the war will, therefore, be freed for extensions in existing 
factories and for new industries being introduced. 

It was realized in 1942-43 that the plant required to meet war needs in 
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South Wales would exceed the new plant which could be completed and it 
was decided to augment the supply from power stations in East and South 
England, which were underloaded (due to evacuations of industry and popula- 
tion) and were fortunate with regard to bombing losses. This involved the 
erection of new transmission lines east to west, since the existing grid inter- 
connections were not designed for large and long-distance transfers of power. 
This was a quick process compared with manufacture and erection of power 
plant and it made a much less demand upon manpower and vital materials. 
Under the special circumstances the process of “ taking coals to Newcastle ” 
i.e., exporting English power to Wales, was justified in the national interest, 
and it will be some satisfaction for Wales to know that the lines remain to be 
used, when necessary, to reverse the process—incidentally to the benefit of 
Welsh industry by using Welsh coal. 

Referring to the projected development of water power in North Wales, 
indicated in Table I, it is estimated that the capital cost will be £15 millions, 
and the total 300,000 kilowatts, 7.e., £50 per kW. This involves capital charges 
(interest and depreciation) of approximately £3 per annum per kW. and 
probably {1 per kW. per annum for other fixed charges. The annual output 
is estimated to be 500 million units in a year of normal rainfall. As the running 
charges are very low, almost negligible, one can compare this with the cost 
of power generated from coal in large modern power stations on a 20 per cent. 
load facto : 

Per Annum (approx.) 
Power Station Water Power 
1. Fixed charges .. ' oa 4 £4 
Running Charge: 1,660 units @ .35d. £2.42 say {0.5 


£6.42 £4- 

There would be an apparent saving of {1.92 per kilowatt (£576,000 p.a.) 
presuming that the hydro-electric scheme can provide 300,000 kW. at peak 
load times on the system. As the scheme provides for six separate installa- 
tions there appears to be no probability of a greater percentage of the plant 
being out of commission at peak load times than with steam plant, except 
in a time of winter drought, which does occur on occasion. However, theie 
will almost certainly be considerable storage capacity incorporated in the 
scheme and in such cases the plant would operate on stored water at peak 
load times, leaving the supply at non-peak times to be carried by existing 
steam stations during a winter drought. 

Unfortunately, the scheme is held up at present pending settlement of 
satisfactory terms upon which the capital outlay and interest during construc- 
tion would be dealt with in the event of nationalization. In any case, sooner 
or later, there must be development of the remaining favourable hydro-electric 
schemes in North Wales. The North Wales Company has made a success of 
their existing three large hydro-electric plants totalling 51.500 kW. and 
has no steam stations. They are, of course, connected with the grid and 
interchange power with it, as required. 

The only other considerable water-power scheme which might affect Wales 
is the Severn Barrage tidal scheme. This suffers from the serious disadvantage 
that there would be no output for about seven hours a day and the time of this 
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cessation will coincide with the peak load period several times each winter, 
It would be necessary to have very large steam plant standing by to carry on 
during these periods. This plant could be some of the older and less efficient 
plant in existing steam stations, in adjoining areas. 

It is obvious that in South Wales there are no large prospective hydro- 
electric schemes, and coal will remain as the supreme source of power. 

There has been much discussion of the question of ‘‘ District Heating ’’ in 
conjunction with generation of electricity. The general opinion is that this 
is not often financially practicable because heating of domestic and factory 
buildings is seasonal and the load factor cannot be high. Moreover, domestic 
and office premises are not built in the vicinity of power stations, and substantial 
losses would be encountered in transmission of heat for even a mile from the 
power station to the users. If the price of coal rises much more such schemes 
will become more attractive than they are at even the present high prices, and 
it will pay to erect small electric generating stations in populous areas and 
supply electricity to the local mains and waste-heat to the nearby residents 
and factories. 

The most important immediate consideration, however, is to see that 
Coal is utilized more economically to meet the enormous existing rise in price. 
Methods designed on the pre-war assumption that the price of good coal at 
the pit-head would not exceed, say 15s. per ton, are not those which would 
have been adopted with coal at 35s. per ton, and it will pay future users to 
spend much more capital to secure greater efficiency. Obviously, coal must 
be burnt generally by experts and on a large scale, and this consideration must 
favour large and elaborate power stations adjoining the pits to reduce handling 
and haulage costs. The increased cost of coal also assists hydro-electric 
schemes in which capital charges predominate and the running charge is 
negligible. 

The extent to which electricity has been used during the last six or seven 
years for various purposes, including war work, is shown in the following table, 
prepared from statistics supplied by the owners of the undertakings named. 

In Table II, which follows, column A = immediate pre-war year; B 
year of largest output ; C = war end year. Municipalities end their year i 
March and companies in December. 


TABLE I1—Uyrrs Sotp (millions approx.) 
Note.—One ** unit" is required to produce just over 1 H.P. for an hour. 


Lighting and Traction and 
Name of Domestic Power Public Lighting Bulk Supplies 

Undertaking I B C A B C 
Cardiff (Corpn.) $3 ; 3 202 196 5.81 6.7 2 ‘§ 8 
Lianelly (Compy.)* , 2 27 - 5 a 1.75 24.8 55.0 67.8 
Newport (Corpn.) 9 32 3 3 73 7 5 03 38 -03 -08 -09 
S. Wales Power Co. 3 2 > 231 33 - None ——— 55.00 316.00 195.00 
Swansea (Corpn.) + 27 2 ? 5 ? 3.7 r.75 ? 179.00 140.00 ? 
N. Wales Power Co 

and Distributors 17 25 33 ) 5 19 all 4 .25 50.00 88.00 





309.00 599.00 — 

* Includes Gorseinon ‘Compy.) 

f Obtained from published statistics: Col. A, 1938-9. Col. B, 1939-40. Col. C, figures not available. 
Nott Bulk Supplies are to other undertakings, no details as to types of use. 


ToTaLs 135 188 - 3 I212 | 9.13 9.10 


It will be seen that the domestic use of electricity has increased by over 
60 per cent. as between the beginning and end of the war, notwithstanding 
all appeals for economy by the Minister of Fuel and Power, and the cessation 
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of normal development due to shortage of domestic apparatus, etc. It is 
expected that there will be no falling off in domestic, etc., demands during 
the next three years. The public has learned to appreciate electricity for 
lighting and domestic uses and, as the unskilled workers have now an improved 
standard of pay as compared with the skilled, they will not revert to the low 
pre-war standard of home comfort. 

Power. The enormous increase between the last pre-war year and the 
highest war year—about 150 per cent.—and the war end year about 100 per 
cent. is likely to settle down in say, two years, to an increase of say, 50 per 
cent. The 50 per cent. increase will be due to the extension of old factories 
and the introdnetion of new ones. 

It has been apparent in the between-the-war years that electric driving of 
factories has been accepted as the normal and final method, because it is at 
least as cheap as any other method, and has the following important advant- 
ages : (a) absence of countershafts, belting and the difficulties in transmitting 
mechanical power about a factory; (b) small space occupied by gear; (c) 
absence of noise due to flapping belts; (d) a clear view above machine level, 
which means absence of obstruction to light ; (e) the growth of direct electrical 
drive for machines and parts of machines, so that the machine may be placed 
in the best possible location to deal with its part of the process, as it has not 
to line up with main and counte: shafts; (/) ease of speed control of 
individual machines and parts of machines ; (g ) the many new uses of electricity 
in processes for local application of heat. 

Almost all the undertakings listed in Tables I and II report most hopefully 
upon the prospect of large additions to the electrical load in Wales, both for 
domestic and power purposes, and it is obvious that, due to its very large 
coal and water resources, Wales is extremely well situated to keep its existing 


industries and to attract new ones. 


Appointments and Retirements 


Bank of Adelaide, London—Mr. Arthur Butterworth, manager, has 
retired after 47 years’ service, and is succeeded by Mr. C. L. Messner from the 
Head Office, Adelaide. 

Cater, Brightwen & Co.—Mr. O. E. Wiltshear has retired after 40 years’ 
Cunliffe Sons & Co. and, subsequently, with Cater 





association with Roger 
Brightwen & Co., Limited. 

District Bank—Foreign Department, 13, Spring Gardens, Manchester : 
Mr. M. W. Lymer has been appointed assistant foreign manager. Dukinfield : 
Mr. A. Mansergh, formerly accountant at Pendleton, has been appointed 
manager in place of Mr. A. Hanna, who has retired on pension. Lytham: 

Mr. H. G. Spencer has been appointed manager in place of Mr. H. V. Webb, 
Southport, 253, Lord Street : Mr. W. H. Hodson, 


who has retired on pension. 
appointed manager in place of Mr. 


formerly manager at Bristol, has been 
I. N. Smith, who has retired on pension. 
English, Scottish & Australian Bank—Mr. J. A. Clezy, manager, has 
been appointed chairman of The Associated Australian Banks in London. 
Mr. R. J. Allen, sub-manager since 1938, has retired. 
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fonian Bank—wmr. Ralph Ellis Brook has been appointed a Director of the 
Rank 

Lloyds Bank—Board of Virectors: The Directors regret to announce the 
death of their colleague, Mr. G. F. Abell, who has been a Director of this Bank 
since he retired from the position of Chief General Manager over seven years 
ago. Head Office, chief inspector's department : Mr. T. L. Phillips, from Moun- 
tain Ash, and Mr. A. J. Reeve from Stockport, to be inspectors. Executor and 
Trustee Department, Ashford, Kent: Mr. F. A. Bishop, from the chief office of 
the department (at Ewhurst), to be manager. Executor and Trustee Depart- 
ment, Brighton: Mr. A. E. Rogers, from the Exeter Branch of the Department, 
to be manager. Executor and Trustee Department, Exeter: Mr. R. W. Innalls, 
hitherto sub-manager, to be manager; Mr. R. C. Battams, from the chief 
office of the department (at Ewhurst), who has returned from the Forces, to 
be sub-manager. Freshwater, I. of W.: Mr. L. E. A. Gwynne, C.B.E., from 
Hastings, to he manager on the approaching retirement of Mr. R. W. Cruse, 
after 44 years’ service. Hastings: Mr. R. E. G. Leworthy, from the inspection 
staff, to be sub-manager. Huntingdon: Mr. G. W. Knights, hitherto clerk-in- 
charge, to be manager. Mountain Ash: Mr. L. Richards, from Queen Street, 
Cardiff, to be manager. Newbury: Mr. F. S. Wright, from Cambridge, to be 
sub-manager. New Street, Birmingham: Mr. P. I. Lloyd, deputy manager, 
has retired after nearly 49 years’ service. Penzance: Mr. A. E. K. Harrison, 
from the inspection staff, to be sub-manager. South Shore, Blackpool: Mr. 
J. R. Armstrong, M.C., from Exchange, Liverpool, to be manager. Stockport : 
Mr. C. J. Summers, from Manchester, to be manager. 


Martins Bank—Mr. Myles N. Kenyon, D.L., a member of the Manchester 
board, has been elected to a seat on the general board of the Bank. He is 
chairman of the Liverpool Storage Co., governing director of James Kenyon 
& Son Ltd., and a director of the Bury and Rossendale local board of the 
London and Lancashire Insurance Co. Alston: Mr. E. Farndale, from 
Middleton-in-Teesdale branch, has been appointed manager in succession to 
Mr. G. T. Elliot, who has retired on pension after 45 years’ service. Bolton : 
Mr. F. Lee, from Brown Street office, Manchester, has been appointed manager 
in succession to Mr. E. H. Brown, who has been promoted to the management 
of Brown Street office, Manchester. Chester: Mr. G. H. Shepherd, from 
Leicester branch, has been appointed manager in succession to Mr. G. W. 
Meacock, who has retired on pension after 48 years’ service. Huddersfield, 
Westgate: Mr. J. C. Wood, from Sheffield branch, has been appointed manager 
in succession to Mr. N. Lister, who has retired on pension after 42 years’ 
service. Keswick: Mr. P. Wardle, from Northampton branch, has been 
appointed manager of Keswick branch in succession to Mr. F. J. Blacklock, 
who is to receive promotion which will be advised later. Leicester: Mr. J. L. 
Shenton, from head office, has been appointed manager in succession to Mr. 
G. H. Shepherd, who has been promoted to the management of Chester branch. 
Liverpool, Aigburth: Mr. W. G. Meeson, from Lilliput branch, has been 
appointed manager in succession to Mr. J. Wylie, who has retired on pension 
after 31 years’ service. Liverpool, Aintree: Mr. H. Shimmin, from Southport 
branch, has been appointed manager in succession to Mr. H. S. Green, who has 
retired on pension after 31 years’ service. Liverpool, Bootle: Mr. M. Mattocks, 
from Central branch, Liverpool, has been appointed manager in succession 
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to Mr. G. H. Townshend, who has retired on pensio ’ . 
Manchester, Brown Street Office: Mr. F. H. aso se ee ae 
been appointed manager in succession to Mr. W. w. Hall, who has retired on 
pension after 42 years’ service. Manchester, St. Ann’s Square: Mr. O. A. 
Cooper, from Manchester district office, has been appointed manager in 
succession to Mr. F. N. Openshaw, who has retired on pension after 43 years’ 
service. Middleton-in-Teesdale : Mr. W. Dunn, from Barnard Castle branch, 
has been appointed manager in succession to Mr. E. Farndale, following the 
latter's promotion to the management of Alstun branch. Northampton : 
Mr. A. E. Teasdale has been appointed manager in succession to Mr. P. Wardle, 
who has been promoted to the management of Keswick branch. Taunton : 
Mr. J. D. C. Thompson, on his return from National Service, has been appointed 
manager, in succession to Mr. A. D. Scott, who has been appointed manager 
of West Kirby branch. West Kirby: Mr. A. D. Scott, from Taunton branch, 
has been appointed manager in succession to Mr. H. J. Ashcroft, who has 
retired on pension after 46 years’ service. 

Midland Bank—London, East Ham: Mr. J]. H. Gibbs, of 131 Shoreditch 
High Street, to be manager on the retirement of Mr. S. H. Harrison. London, 
131 Shoreditch High Street: Mr. R. Taylor to be manager in succession to 
Mr. J. H. Gibbs. Alcester: Mr. J. C. Fox, of Thrapston, to be manager in 
succession to Mr. W. H. Markham. Amble: Mr. R. E. Goundry to be manager 
on the retirement of Mr. W. C. Scholey. Barnard Castle: Mr. R. Wray, of 
Thirsk, to be manager on the retirement of Mr. E. P. Clark. Basingstoke : 
Mr. J. H. Archer to be manager on the retirement of Mr. R. L. Cullum. Bir- 
mingham, Erdington: Mr. W. H. Markham, of Alcester, to be manager on the 
retirement of Mr. B. Vause. Bowness-on-Windermere: Mr. W. M. White, of 
Maryport, to be manager in succession to Mr. A. Campbell. Bradford, Dudley 
Hill: Mr. R. L. Sykes, of City Square, Leeds, to be manager in succession to 
Mr. W. Beevers. Bristol, Corn Street: Mr. H. E. Stalworth, of Castle Square, 
Swansea, to be assistant manager in succession to Mr. R. Hyland, appointed 
assistant manager of Library Place, Jersey. Broadstairs: Mr. J. W. Greenup, 
of Head Office, to be manager in succession to the late Mr. S. C. Haggis. 
Cheadle: Mr. C. B. Reeves, of Sunderland, to be manager in succession to 
Mr. F. N. Jenkinson. Coleshill: Mr. H. C. Randall to be manager in suc- 
cession to the late Mr. 1. Wheeldon. Corwen: Mr. R. G. Lewis, of Mold, 
to be manager on the retirement of Mr. D. Morris. Earl Shilton: Mr. B. 
Stephens to be manager on the retirement of Mr. C. H. Beasley. Huddersfield, 
Market Place: Mr. W. Beevers, of Dudley Hill, Bradford, to be manager on 
the retirement of Mr. A. Stocks. Hull, Newland: Mr. S. E. Hildred, clerk-in- 
charge, to be manager of this branch which has hitherto been under the same 
management as Beverley Road, Hull, branch. Penzance: Mr. A. E. J. Coxen, 
of Wood Street, Swindon, to be manager on the retirment of Mr. J. E. P. 
Hollington. St. Helens: Mr. A. Campbell, of Bowness-on-Windermere, to 
be manager on the retirement of Mr. C. E. Walton. Swansea, Castle Square : 
Mr. R. W. Jones to be assistant manager in succession to Mr. H. E. Stalworth. 
Whitehaven: Mr. F. N. Jenkinson, of Cheadle, to be manager on the retire- 
ment of Mr. W. T. Park. 
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ISTANBUL : 

(Galata, Beyoglou, Yeni Cami) 


BRANCHES AND AFFILIATIONS 
THROUGHOUT THE NEAR EAST 


Drafts and Telegraphic Transfers Issued 
Letters of Credit Granted 
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MERCANTILE BANK OF INDIA 


FAR EASTERN CONDITIONS 


j 


‘-third annua 


}) general m ing of important political problem. The hard core 
rcantile Bank of Indi td., wa of the problem lies in the difference of view 
London on April 30. he follow- between the two great Hindu and Muslim 
xtract from the st men f the communities, and it can be solved in the 
Charles <A. In , VCS. manner most beneficial to India only if both 
1 with the rey communities approach it in the spirit of good 
year under view all th will and forbearance 
by the apanest ere We have now reopened all our important 
ble to vive branches in enemy occupied countries other 
seemed likely of those than Siam Everywhere we received a warm 
I welcome and it was a pleasure to take back 
into our service our local staff. In all these 


+ } 
tO W¢t 


ands of the Japanese or interned by them in countries the legacy left by the Japanese 


ivil internment camps is the same It is a tale of shortage of food 
The balan shee | exhibits the featur and consumer goods, neglected public utilities 
with which w me familiar in the last ind ruined communications, while in China 
ve years further rise in there is the added complication of chaotic 
lrop in militar currency and exchange. Everywhere the 

take place in the Japanese succeeded in making themselves 

in India, it is not cordially detested by the local population, 

ill be a tendency to declin ind in Burma, Malaya and Hong Kong the 

itu 4 inder this head. Of our assets liberating British armies were received with 

{7 per cent. are represented by cash, 50 pet open arms. The immediate need is for im- 
ent. by investments in Government securities ports and more imports, not only of food and 
and only 2% er cent. by bills, loans and consumer goods, but also of machinery, tools 


and motor vehicles. 


advancé ur experience in this respect ts 
, } me as other B sh banks and I - "C -TIDITILVG 
much the same as other British banks an SHANGHAI OBSCURITIES 


} 


doubt whethe shall ever return to the days 


when the bulk of our assets was employed in 
providing king capital of industry and first place, the exchange banks now work 


commerce. But there are signs that the under very different conditions. The foreign 
lemands of industry and comn »for finance settlements have been abolished, and the 
re beginning to revive and it is notew 1y exchange banks are now subject to Chinese 
hat, compared with last year, 7 taxes, Chinese laws and Chinese courts. More- 
over, though they have been open since 

December last, they have so far been unable 
to discharge their proper function of buying 
and selling exchange and so financing overseas 
per cent trade. The reason is that the official exchange 
THE INDIAN PROBL rates for the Chinese national dollar have been 
hopelessly out of touch with realities. It is 

in the scene is dominated the satisfactory to note, however, that the Govern- 
yolitica! problem and also by the threat of | ment have recently taken the first preliminary 
is, { am afraid, « er ‘rious steps towards reopening the exchange market. 


In Shangai the position is still obscure. In 


idvances and bills have all increased 
The profit has been maintains 
the same level as in the tw 


und we have maintained our 


dia 


r 


amin« [t 
ken he Ihe official rates previously in force have been 


threat Vigorous action is being ta 
cereal n has been cut and rationing abandoned 

| ; that India wil The Central Bank of China has been 

authorized to intervene in the market to 

minimize fluctuations and to put exchange 

m a regular footing, and a system of 

licences for dealings in foreign exchange has 

been instituted 
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